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Superhuman retfiexes for supersonic S . a! 


aircraft... The AiResearch centralized air -_ 


data computing system will enable the pilot of the B-70 H 
bomber to control the extraordinarily high performance characteristics and Ff 
rapidly changing environmental conditions of this advanced Mach 3 aircraft. The result of 
10 years of research and development, this extremely reliable system simultaneously senses, 
measures and automatically corrects for all flight conditions and supplies information to other 
vital systems including autopilot, fire control, automatic flight control, bombing and navigation. 
AiResearch air data systems are operational on most of the free world’s supersonic aircraft. 


* Outstanding opportunities for qualified engineers 
THE CORP Or ATION 
AiResearch Manufacturing Divisions 


LOS ANGELES 46, CALIFORNIA @ PHOENIX, ARIZONA 


OTHER DIVISIONS AND SUBSIDIARIES: AIRSUPPLY-AERO ENGINEERING ¢ AIRESEARCH AVIATION SERVICE @ GARRETT SUPPLY @ AIR CRUISERS 


AIRESEARCH INDUSTRIAL *@ GARRETT MANUFACTURING LIMITED @¢ MAPWEDEL @¢ GARRETT INTERNATIONAL S.A. © GARRETT (JAPAN) LIMITED 














New Bell Telephone discoveries suggest 


light as a future carrier of vast numbers of 


telephone calls, TV shows, data messages! 


Bell Telephone scientists recently trans- 
mitted the human voice for the first time 
on a beam of “coherent” infrared light. 


To do this they used their new Optical 
Maser—a revolutionary device which may 
someday make light a new medium for 
telephone, TV and data communications. 

Here’s why: 

Light waves vibrate tens of millions of 
times faster than ordinary radio waves. 
Because of these high frequencies. light 
beams have exciting possibilities for han- 
dling enormous amounts of information. 

Ordinary light waves—the kind put out 
by your living room lamp—move like an 
unruly mob. Coherent light waves move 
like disc iplined soldiers. Theoretically 
they can be controlled, directed and mod- 
ulated just as radio waves are now. 

The possibilities are breath-taking. 
Light beams might be transmitted through 
long pipes, or could someday be just what 


are needed for communications in space 
—for example. between space ships. 


Many other uses for coherent light 
beams are being thought of as Bell Labo- 
ratories experiments go forward. Contin- 
uing research like this requires adequate 
telephone company profits so that we can 
bring you the latest service improvements 
at the earliest possible time and the low- 


est possible cost. 


Bell Laboratories scientist adjusts new Optic 
model, first such that operates continuou 
uses very little power, transmits narrowest 
ever achieved. Name stands for ‘“Micr 
cation by Stimulated Emission of Radia 


(ZA BELL TELEPHONE SYSTEM 





The four-inch diameter low-profile markers of the 
Lite-Lane system are contoured to a % inch 
thickness at the center. Rain drains right off so a 
reflective surface is constantly exposed. Durability 
is as good as “see-ability..” The markers have an 
impact resistance in excess of 16,000 p.s.i. and the 
special American-Marietta epoxy-type installation 
adhesive has a shear tensile strength greater than 
the roadway material itself 


AMERICAN - MARIETTA 


Lite-Lane Traffic Guide System 


Saving lives and saving costs is the dual role of the new 
American-Marietta Lite-Lane Traffic Guide System. 
Far better than reflective painted lines, which virtually 
vanish from sight when wet, Lite-Lane contoured safety 
markers brilliantly identify traffic lanes in either the 
dark mugginess of fog or rain at night or the brilliant 
sunlight of a clear day. By alternating markers—beaded 
ones for night and ultra white glazed ones for day— 
the system is effective under a wide range of conditions. 


Product of American-Marietta’s resin research center, 


Lite-Lane markers have a normal life expectancy 
of from five to twenty years and can be bonded 
to the pavement in just minutes with a minumum of 


traffic interruption. Special application equipment, 
devised by American-Marietta engineers, provides 
economical and uniform installation. 


First night-day marker system, American-Marietta’s new 
Lite-Lane provides extra driving safety for motorists. 


PAINTS +» CHEMICAL COATINGS + SYNTHETIC RESINS 
ADHESIVES + SEALANTS + METALLURGICAL PRODUCTS 
PRINTING INKS - DYES - HOUSEHOLD PRODUCTS + LIME 
REFRACTORIES - CONSTRUCTION MATERIALS +- CEMENT 


American-Marietta 


Progress through Research Company 


Chicago 11, Illinois 
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Seeking Status 


MoneEYwiIsk, as they say, things are 
going splendidly for men on Wall 
Street these days. For an idea of 
just how splendidly, you might 
look into the cover story on Mer- 
rill Lynch, Pierce, Fenner & Smith 
that begins on page 19 

But money, as they also say, isn’t 
everything. Prosperity is one 
thing, popularity another. Inevi- 
tably when fortune favors us, we 
still wonder what other people 
think of us and of our jobs—in 
short, of our 
status. Explor- 
ing the social 
standing of ad- 
vertising men, 
for example, 
Advertising 
Age __ recently 
asked a num- 
ber of people: 
“Whom would 
you prefer to 
have your sis- 
ter marry?” 
The order of 
prestige, as in- 
dicated by the 
answers: professional men, such as 
doctors and lawyers (67°:), men 
in industry (18°), educators 
(7%), advertising men (4°), re- 
tailers (2%) and bankers (2°). 
Reason enough, perhaps, for bank- 
ers to worry about how they are 
doing lately in the matter of social 
status. 

Experts Not Needed. Sociologists 
deplore the free way that the word 
“status” is bandied about by non- 
sociologists. Yet most people are 
enough concerned with status to 
get offended when other people 
suggest they don’t have any. That 
is not at all surprising, because the 
same respondent group also found 
bankers totally lacking in “crea- 
tivity” and “interest in ideas.” The 
survey also asked: “Whom would 
you prefer as your next-door 
neighbor?” The order of choice: 
doctors and other professionals 
(45°.), educators (20° ) and men 
in industry (13°, ). Bankers (11° ) 
weren't much ahead of retailers 
(7%) and advertising men (4%) 

No Drinkers. On the other hand, 
bankers led all the rest in being 
thought of as “reliable.” The re- 
spondents, all adults well estab- 
lished in their chosen careers, felt 
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bankers were less “neurotic” and 
had fewer “heavy drinkers” than 
any group save educators. But 
they seemed more “snobbish” than 
any other group. 

Brooding about such cross-cur- 
rents, we thought it might be a 
good idea to find out how the ris- 
ing generation felt about bankers 
and brokers. As a result of some 
friendly chats with placement offi- 
cers at colleges and universities 
across the country, we are pleased 
to report that 
young people 
do have some 
strong opinions 


indeed about 
the financial 
world. We are 
even more 


pleased to re- 
port that some 
are remarkably 
favorable 

“Wall Street 
is well regard- 
ed by 
graduates,” re- 
ports the Rev 
Louis J. Thornton at Notre Dame 
“I think it is no longer under the 
cloud of two decades ago.” 

That is a change indeed. In his 
graduating class (’39) at Stanford's 
graduate school of business, Place- 
ment Officer William Lowe recalls 
not a single classmate entering 
banking or the brokerage business 
“Now,” said he, “Wall Street is get- 
ting its share.” 

Down at Duke University, Fan- 
nie Mitchell, director of place- 
ment, also sees no sign that Wall 
Street’s status is inferior. “Many of 
our boys,” she says, “would rather 
start in Wall Street at $400 a month 
than in a chain store where the op- 
portunities might be every bit as 
good.” 

Visions. Men already on Wall 
Street might be pleased to learn 
that some Harvard men, according 
to Donald Nickerson of the place- 
ment office, think of Wall Street 
life as a “cluster” of things—so- 
phisticated social life, a $50,000 
house, a yacht, long vacations 
They might be even more pleased 
to know that some Harvard men 
who do reject Wall Street do so 
because of the tremendous tempo, 
the pressure, during the day 


college 
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hich 
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plan fits 
your 
rucking 

needs? 


* THE CHANGE-OVER PLAN 

We take over all of your present truck 
and maintenance problems, help you 
reorganize your truck facilities and per- 
sonnel. We supply you with new vehicles, 
engineered and painted to your exact 
requirements, or will buy and recondi- 
tion your present fleet 

® THE ADD-A-TRUCK PLAN 

As your business expands, don’t use vital 
canital for more trucks, lease new ones 
as needed 

® THE TRUCK RETIREMENT PLAN 

As each truck in your fleet needs replace- 
ment, instead of buying a new one, lease 
it. In a few years all your vehicles are 
le ased 

* THE PILOT PLAN 

Instead of switching from ownership to 
leasing in all locations, select one loca- 
tion (or division) for a “pilot’’ operation 
using full-service leased trucks, compar- 
ing costs and headaches with trucks 
which you still own and maintain 


Lease a new CHEVROLET or other fine truck 
No investment, no upkeep, no headaches 


LEASE FOR PROFIT—NATIONALEASE full- 
service truckleasing supplies everything 
but the driver. Licensed, insured trucks, en- 
gineered and painted to your needs, gar- 
aged and expertly maintained. ONE in- 
voice, NO worries. Devote your full time, 
ALL your capital to your own business! 


National know-how; local 
controls—write for literature 


NATIONAL TRUCK 
LEASING SYSTEM 


Serving Principal Cities 
in the U.S. and Canada 


23 E. Jackson Bivd., Suite R-5 Chicago, Ill. 

















attached. 


READERS SAY 


Dividend Withholding 


Sir: I was very sorry to see the editorial 
“Dividend Withholding Is Inevitable” 
(Fact & Comment. Forses, Apr. 15). 

Companies paying dividends already 
are required to report on Treasury Dept. 


| Form 1099 the amount (over $10) paid 


to each stockholder during the year. If 
taxes are not paid on huge sums, it is 
because the Treasury is not using the 
information in its possession. 

—Ra.px W. SHERWOOD 
Middletown, N.Y. 


Sir: Your recent editorial on the sub- 
ject of dividend withholding is incom- 
prehensible and disgusting. You seem to 
imply that stockholders are essentially 
more dishonest than are other taxpay- 
Ok... « 

Contrast [the treatment of stockholders 
in the U.S.] with the 20% deduction of 
dividends from taxable income allowed 
Canadian investors by the Dominion 
government! 

—Rosert M. Devet 
Keene, N.H. 


Sir: Inasmuch as the Government gets 
practically all my taxes through the 
withholding from my monthly salary on 
which I get no interest during the year, 
it is little enough to expect to be able to 
keep the measly dividends. . . . A $200 
exemption instead of $50 would be fairer. 

We white collar workers with a fixed 
salary ... should have some considera- 
tion. 

—ADELE F. PICKELL 
Wilmette, Ill. 


Sir: ... Why would you advocate with- 
holding taxes to penalize the small in- 
vestor who already is paying double 
taxes on his investments... ? 

—THERESA C, SILSLEY 
Scottdale, Pa 


Sir: ... Now you have taken the social- 
istic lines with such labor leaders as Mr. 
Walter Reuther, George Meany and many 
others, who advocate the complete take- 
over of all taxes derived from invest- 
ments and dividends at the source 

—J. Howarp BUSSELLE 
Houston, Tex 


SIR: . You say “the cost of govern- 
ment must be paid.” The Federal Gov- 
ernment already has so much money that 
it is trying to hand some of it back to the 
states for socialistic schemes with strings 


FRANK W. SHREWSBURY 
St. Albans, W. Va 


Sir: The entire principle of tax with- 
holding is only a smooth device to render 
the public insensible to a tax load that 
is squeezing out the last vestige of free- 
dom from our free economy. Incredible 
as it may seem, countless taxpayers ac- 
tually believe that an income tax refund 
check from the Government represents 
a gift This slight misconception is 


commonly found among high school stu- 
dents. 


—C.R. GLazier 
Marietta, Ohio 


Sm: [Using Form 1099], it ought to be 
a relatively simple matter to ferret out 
the few cheats or crooks. If not, then 
the Government should no longer require 
the filing of 1099 forms, thus saving the 
corporations millions of dollars... . 

—F.N. STEINER 
Akron, Ohio 


The Big Twenty 


Sir: In your listing of the “Top Twenty 
—1961” (“The Blue Chips of Yesteryear: 
Where Are They Today?,” Forses, Apr 
15), it is hard to believe that AT&T can- 
not find a place on the list, particularly 
when its manufacturing arm, Western 
Electric, can manage a 14th place... . 

—Marna J. Post 
New York, N.Y. 


Forses included only manufacturing 
companies in the list. Hence, Western 
Electric (which reports separately from 
AT&T) counted in the reckoning while 
its parent did not. General Telephone. 
therefore, which consolidates its tele- 
phone and manufacturing operations, was 
listed in the group—Epb 


Sir: You have incorrectly stated Stand- 
ard Oil Co. (N.J.) assets in your list of 
today’s 20 biggest companies. The cor- 
rect figure is $10,090 million. 

—G.C. WALTHER 
Finance Manager, 
Standard Oil Co. (N.J.) 
New York, N.Y. 


ForBes erred—Ep 
Tax-Exempt Bonds 


Sir: In the April 1 issue, Mr. Heinz H. 
Biel (Stock Analysis, Forses) says: “The 
obligations of your own state and its 
municipalities are also exempt from state 
income taxes.” 

Roughly two thirds of the states ex- 
empt from their own state income tax 
municipal bonds issued by their own 
municipalities. The remainder of the 
states tax them. I believe that all states 
tax municipal bonds from other states. 

The net effect of course is that a slight- 
ly higher yield is sometimes needed in a 
state other than one’s own... . 

F.W. PREESHI 
St. Paul, Minn 


Overstated Assets 


Sir: In your recent mention of a possi- 
ble stockholders’ suit to get cash for their 
Industrial Rayon stock (Trends & Tan- 
gents, Forses, Apr. 15), I believe you 
overstated the current assets of Indus- 
trial Rayon. According to my figures, 
$22.25 represents the total current assets, 
not “other” current assets in addition to 
$12.20 in cash, as you state. 

—Donavp P, BLack 
San Francisco, Calif. 


Reader Black is correct—Epb 


Forses, May 1, 1961 
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‘OVER 585,000 RETAIL CUSTOMERS" 


The Distribution Divisions of United Gas Corporation sell 
natural gas at retail to industrial, commercial and domestic 
customers in 357 cities, towns and communities in Louisiana, 
Mississippi and Texas. Over 14,500 miles of distribution 
mains and service lines are owned and operated to provide 
dependable natural gas service to our 585,958 customers, who 
bought over 79.2 billion cubic feet of gas in 1960. Since 
1955, more than 77,000 customers have been added by our Dis- 
tribution Divisions - evidence 


of the continuing population UNITED 
and economic growth of the 


dynamic Gulf South area served CAS 
by our company. 
COR PORATION Headquorters, Shreveport, La. 


woe®tos LAR GES FT ©) NATURAL GAS 
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launch. Picture-taking 


Tiros | — Thor-Able 
a 
weather satellite. Tiros II, 
also a weather satellite, 
Co Thor-Delta launch 
- \y ~~ | 1s | 





4 Sputnik — Sputnik III EL LLL 
= aw ee set 


shown is an example of Discoverers — 


Russian satellites Fifteen orbited 
PG ai ee by Thor-Agena 
' to date 
- J, : 


sana 
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Courier IB — 
Thor-Able Star launch. 
Active communication satellite 


Expl Vi — Thor-Abl 
seagnty? a Transit 1-B — 


launch. The fi 
aoe ee Thor-Able Star launch, 
paddilewheel satellite mS 
. the first navigational 
as 7 : satellite 


Vanguard Il — Estimated 
life 50 years. A test 
weather-scan concept 


\ 


Transit Il-A and Greb — 
eS Thor-Able Star launch. The 


first piggy-back satellite 
rg sa 


Vanguard Ill — 
Estimated life 30-40 
years. Measures 
radiation, environment 


Met Echo | — Thor-Delta launch. 
.Explorer Vii — 100-foot balloon seen 
Launched by Juno Il and still by millions. A passive 


transmitting some data communications satellite 





Above are some of the satellites orbiting the earth, a majority of which were launched by Douglas Thor 


The Douglas Thor rocket has orbited more satellites 
than all other rockets combined! 


Of all satellites put in orbit since 1958, 55% were launched by the 
Air Force-NASA Thor IRBM. In its last 83 tactical and space 
firings by the Air Force, Navy and NASA, 86% have been com- 


state , MISSILE AND SPACE SYSTEMS + MILITARY AIRCRAFT * DC-8 
pletely successful —a reliability inherited from forty years of 


: JETLINERS *« RESEARCH AND DEVELOPMENT PROJECTS * 
Douglas experience in aviation and 21 years in missiles and space. GROUND SUPPORT EQUIPMENT * AIRCOMB® » ASW DEVICES 
8 





Forses, may 1, 1961 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


HENRY FORD SPEAKS OUT 


In this space on March 15 (“Monopoly vs. Freedom”), 
this magazine warned that businessmen could not speak 
with moral authority against abuses of power by unions 
and government bodies if they continued to wink at them 
where fellow businessmen were involved. 

Businessmen, unfortunately, have been too inclined to 
sweep their own dust under the rug. It was, therefore, 
with considerable satisfaction that I read the text of 
an address delivered in Minneapolis late last month by 
Henry Ford II. The able young chairman of the Ford 
Motor Co. spoke with considerable candor. “I am con- 
cerned,” said Ford, “at a recent chain of events that 
could arouse broad popular distrust and that could revive 
old and worn-out hostilities toward American business 
and industry. Too fast and too close together for comfort 
we have had a series of falls from grace involving some 
of our oldest and most respected business firms.” 

Ford made it clear he was referring to such scandals as 
the electrical equipment case and the Chrysler conflict- 
of-interest charges. He acknowledged that his own firm 
was involved in a recent misstep when it had to plead 
nolo contendere in an antitrust pricing case. 

The fact is that there are abuses of power by busi- 
nessmen and corporations. Silence on the 
part of business leaders and the business 
press will not cure them. Attempts to 
gloss over such abuses will only make the 
public cynical, will encourage an attitude of 
“Oh well, everyone’s out to get what they 
can.” This can only contribute to the gen- 
eral decline in public and private moral 
standards. As Ford said: “. . . most corpora- 
tions—like most people—cannot succeed in 


creating the impression that they are some- 
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HENRY FORD If 


thing other than what they really are. No amount of false 
front will keep the real character of your company o1 
mine from showing through.” 


ze 


INVESTMENT CLUBS 


An interesting phenomenon which has accompanied the 
long bull market has been the tremendous growth of in- 
vestment clubs. This growth apparently has been largely 
spontaneous: for a long time no one really encouraged 
them, and even to this day some brokerage houses are 
reluctant to take on investment club accounts. Never- 
theless, their spread has been quite amazing. The National 
Association of Investment Clubs now claims 5,632 mem- 
ber clubs with 350,000 members; it says that nearly 80,000 
individuals are making regular investments through 
clubs. The clubs range from a family group of four mem- 
bers to one with 59 members and $304,000 in assets. There 
is one club whose members are New York City police- 
men and another made up of wealthy Texans. 

Do these clubs play a useful role in our free en- 
terprise system? There is good reason to conclude 
that they do. For one thing, they afford many small 
savers a chance to get their feet wet in 
the field of 
them subsequently 


equity investing. Many of 


make investments on 
their own. For another thing, they ex- 


pose these new investors to a_ certain 
amount of discussion and primary education 
in the economics of investing. Thus do the 
clubs play a part in the broadening of the 
base of equity ownership, a broadening which 
this country needs to strengthen free enter- 


prise and to help finance its capital plant 





TOO MUCH TRADING? 


Is the continuing high volume of trading in the se- 
curities markets a sign of a dangerous degree of public 
speculation? The public certainly is in the market in 
larger numbers than it has been in recent years; crowded 
boardrooms and the incessant buzzing of customers brok- 
ers’ phones leaves no doubt of that. Nor is there any 
doubt that there is a good deal of speculation around; 
prices of untested new issues have risen in some cases to 
ridiculous heights and the stocks that make the new most- 
active list are not always of the highest quality. 

Average volume figures for the New York Stock Ex- 
change are the highest in history. Daily average volume 
hit 4.8 millions shares during the first three months of the 
year. Volume was continuing at that rate in April. This 
was 60°, ahead of the 1960 trading rate and about 15%, 
ahead of the 1929 previous record. 

But the question remains: Is this in itself sign of a 
dangerous degree of public speculation? We believe that 
the answer is “no.” Taken in economic context, the 4- 
million- and 5-million-share days seem a good deal less 
alarming. A record in absolute terms, the 1961 rate of 
trading is moderate by most relative measurements 
Turnover, for example. This figure measures trading vol- 
ume against the total number of shares of stock out- 
standing. Between 1925 and 1929, annual trading averaged 
around 100°, of total number of shares listed on the Big 
Board 


share of stock was turned over during the year; but the 


This did not, of course, mean that every single 


floatingssupply did change hands so often as to add up to 
100°, turnover. Even during the Thirties, turnover aver- 
aged between 25°; and 50°,. 

And what is the turnover rate today? Even if the 
current rate of trading continues throughout the rest of 
the year, the turnover ratio will come to only a shade 
over 19°,. Allowing for the fact that the so-called floating 
shares probably turn over several times, it is a safe bet 
to say that 90°; of all the stock outstanding will end the 
year with the same owners with which it began the year. 

As the Big Board’s Exchange magazine recently pointed 
out, the volume looks quite modest by other relative meas- 
urements as well. In 1929 the 
value of all listed stocks was 
$90 billion, about 25% of to- 
day’s total; thus, while total 
market value is up some 300%. 
unit trading has risen only 15°, 
over 1929. 

Remember, too, that there 
are some 15 million stockown- 
ers in the U.S. today. Assum- 
ing that the current rate of 
trading continues, something 
like 1.2 


change 


billion shares will 
hands in 1961. This 


TRADING FLOOR OF NYSE 


means that the “average” stockholder will make one 80- 
share trade during the year. While many hundreds of 
thousands will be much more active, the obvious con- 
clusion is that the vast majority of stockholders will do 
no trading at all. 

Looking at the total statistical picture, therefore, it is 
hard to become alarmed by the current spirited trading 
in our security markets. 


a 
STOCK MARKET AS A YARDSTICK 


“I’m running a business. I’m not interested in the price 
of the company’s stock.” Until fairly recently, it was com- 
mon to hear some such self-righteous phrase from the 
bosses of many publicly held companies. The implica- 
tion was that the stock market was something apart. 

This attitude, happily, is fast fading. Not that the exec- 
utives of well-run companies spend all their time watch- 
ing the ticker tape. Nor can they direct their majo: 
efforts toward the speculative grandstands. But it has 
come to be recognized that the judgment of the stock 
market is one of the few really objective measurements of 
a company’s standing in the financial and industrial com- 
munity. 

If a company is well run and growing, this fact is gen- 
erally reflected in the capitalization which the market 
puts on its earnings and its assets. If the capitalization is 
low and the company is nevertheless flourishing, then it 
may well be that there is something wrong with the com- 
pany’s communications with the community. And, if in 
the face of apparently sound business, earnings and divi- 
dends, a company’s stock is consistently weak, this is 
recognized today as a possible warning that the under- 
pinnings may be weak. 

For the fact is that all people with money to invest 
are constantly assessing and reassessing the fortunes 
of every publicly owned company. This total judgment 
is not, of course, simply measured in terms of the 
dollar price of a company’s stock; rather it shows up in 

the company’s total market 
capitalization (i.e., the market 
price multiplied by the num- 
ber of shares outstanding). 

On pages 13-16 of this issue 
(“The Cold Judgment of the 
Market 
of Forses discuss market capi- 


Place”), the editors 


talization at some length. Their 
conclusion: the judgment of 
the market place is neither 
infallible nor unchanging—but 
it is a yardstick which the ex- 


ecutive ignores at his own risk 
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NEW . 
“SEATING ARRANGEMENT” « 


FOR 
THOUSANDS 
OF 
COMFORTABLE 
MILES 


Cc 


—another important example of Rockwell-Standard 
progress in design and development 


Here is the newest Rockwell-Standard development in 
passenger seats—a development so markedly advanced 
that it is better described as an “arrangement for seat- 
ing” rather than by the common term. For ingenious 
design makes it “tailor itself” to the comfort require- 
ments of the passenger. 

Where your present car seat may have as many as 
450 parts and requires special decorative trim to bring 
it in keeping with the car’s interior, the one shown 
above has less than 60 components — all moulded in 
plastic foam. And the main frame serves its support 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products + TIMKEN-DETROIT® AXLES + HYDRA-DRIVE 


SIONS + GARY® GRATING - 
FILTERS + KERRIGAN 


The story of Rockwell-Standard 
iS interesting. Send for 
illustrated booklet about the 
corporation and its 

many products. 











function as it contributes to modern interior beauty. 

To the automobile manufacturer this can mean 
lighter weight, faster, easier assembly, lower cost. To 
the buyer it means greater comfort — better seat adjust- 
ment, better contour support without bulk, better 
air flow. 

This newest advance in car seating is another 
important contribution from Rockwell-Standard to 
the fields it serves so well — transportation, construc- 
tion, agriculture, petroleum, general industry and 
government. 


TRANSMIS- 


BLOOD BROTHERS® UNIVERSAL JOINTS - BOSSERT® STAMPINGS « AERO COMMANDER® AIRCRAFT + AIR-MAZE 
LIGHTING STANDARDS. Plus these other Rockwell-Standard®» products: AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING 
LEAF AND COIL SPRINGS 


BRAKES + FORGINGS 


ROCKWELL-STANDARD aR4 


CORPORATION 


OCKWwE 
TANDAR 
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The West rockets ahead with 
more and more energy 


from natural gas 


Growth and expansion continue to be the two 
big activities in the West—both for the people 
who live and work and play in this booming 

; region, and for El Paso Natural Gas Company 
POPULATION which supplies natural gas to so many of them 
UP 15.5% for so many purposes. 

+" Much of the story in detail is in the Com- 
pany’s Annual Report for 1960, just out. 

The growth part of the story for El Paso, in 
a sentence: 

In 1960, El Paso furnished customers in 11 
S Western states more than 1', trillion cubic feet 
ae UP 28.8% of gas—an all-time record and over four times 

uP as much as was delivered just a decade ago. 
46.5% . The growth story in the 11 states is a climb 
in population to a total of 35,718,636 (1960 
census), up 33.9 per cent in the past 10 years 
and still rocketing. 

As for expansion — 

Demand for El Paso’s services and products 
by long-time customers keeps increasing as 
families and communities and businesses grow. 
Then add the millions of new people, more new 
businesses and all their needs. Add, too, the 
71.9° ever-increasing realization by everyone of the 

9% economy and conveniences of gas as a source 
of dependable energy for a multitude of uses. 

And E] Paso is expanding to meet this need. 
To supply its customers—including such 
growth areas as California—it has developed 
the most diversified gas supply of any company 
in the nation. Today, El Paso’s pipelines are 
connected with the principal producing areas 
of the West and Southwest, in addition to vast 
reserves in Canada. 

The Company’s Annual Report reviews a 
number of important projects recently com- 
pleted, and reports progress on others from 
Ten-Year Population Growth Figures from U.S. Census, 1950 and 1960. Canada to the Mexican border. 

















POPULATION 


POPULATION 





For copies of El Paso’s 1960 Annual Report write to: El Paso Natural Gas Company, El Paso, Texas — ) 








EL PASO NATURAL GAS{|I| COMPANY | 


El Paso Natural Gas Company provides natural gas to industrial customers and distribution companies in Ari- 
zona, California, Colorado, Idaho, Nevada, New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 
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THE COLD JUDGMENT 
OF THE MARKET PLACE 


How do you measure corporate success? 
By asset size? 


its? By sales? 
has a_ merciless 
it produces some 


ONE oF the rarest of executive quali- 
ties is an ability to be coldly ob- 
jective about one’s own business 
Dedicating most of his energy and 
waking hours to his job, a business- 
man would be hardly human were 
he not inclined to alibi his company’s 
shortcomings and puff his chest a bit 
over its accomplishments. A human 
failing, no doubt, but it goes a long 
way toward explaining why the typi- 
cal executive is something less than 
an ideal judge of his own company’s 
standing. 

But for a mercilessly objective 
judgment on any large business, the 
executive need look no further than 
the financial pages of his newspaper: 
there, every day, he will find such 
judgment reflected in the stock quota- 
tions. For they measure the value 
that outside opinion—backed with 
hard cash—-puts on a company’s man- 
agement. 

The Ultimate Measure. In this sense, 
at least, market capitalization is the 
ultimate measure of corporate suc- 
cess: not simply the price of a single 
share of the company’s stock, of 
course, but its total market capitaliza- 
tion (i.e., its price multiplied by the 
number of shares outstanding). This, 
in simplest terms, is the price tag 
which the composite judgment of the 
market puts on a company. A com- 
pany may be rich in assets. Its sales 
may run into the billions. It may 
consistently pay a regular and gen- 
erous dividend. But these are not 
necessarily the attributes that the 
market values most highly. 

What the market does value are 
the intangibles that produce success. 
How highly it values them was 
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yardstick of its 
remarkable 


By prof- 
The stock market 
own—and 
measurements. 
dramatically illustrated again last 
month. International Business Ma- 
chines soared some 45 points. Gen- 
eral Motors was virtually unchanged 
As a result, for the first time in his- 
tory, IBM passed General Motors in 
terms of the market value of its out- 


standing stock (see chart). By every 





'WHO’S BIGGEST? 


No matter how you measure size, 
General Motors Corp. towers over 
International Business Machines Corp.” 


Billions of Dollars 
15 


— $12.7 billion 


$14 billion 
Stockholders Equity: 


— $5.4 billion 








$1.0 bitlion~ 
| _Net Earnings: | 


$959 million 











$16.8 million 








But when it comes fo market value, 
IBM now has a slight edge over GM. 


__| Total Market Value: | 
$13.1 — -$128 billion 
7 billion | J 


}—___4 . | 























IBM GM 
“All figures as of 12/31/60 except market value 





which is as of late April 








standard, GM 
mained the bigger company: but 
terms of market value, the market 
was now putting a higher tag on IBM 
as a company than on GM 

Studded with Anomalies. That the 
market regards IBM as GM's peer is 
not the only such anomaly of the 
market place’s current yardstick. On 
the following pages Forses’ research- 
ers and statisticians have ranked the 
100 most 
companies in the 


other statistical 


non-financial 
U.S. in the 
ment of the market place 

Many of them are big companies, 
but the market does not necessarily 
conclude that the biggest are the most 
Brunswick Corp., for ex- 
ample. Brunswick ranks No. 44 in the 
market capitalization list with a total 
market value of some $1.1 billion. Yet 
its common equity amounts to only 
$140 million, and its 1960 net to $38 
million. By the judgment of the mar- 
ket, then, middling-sized Brunswick 
is worth business than 
giant Weyerhaeuser Co., whose con- 
servatively stated 
more than $500 million. 

In fact, the total value of Bruns- 
wick’s shares are well ahead of RCA’s 
American Tobacco’s or Caterpilla: 
Tractor’s. The list is studded with 
such anomalies. Minnesota Mining 
(1960 assets: $447 million: sales: 
$550 million) carries a higher total 
price tag than does Union Carbide, 
with three times its assets and sales 
and two-and-one-half times its earn- 
ings. IBM’s total market capitaliza- 
tion is more than that of General 
Electric and U.S. Steel combined 
Polaroid, a company which only re- 
cently crossed the $100-million sales 
mark, is worth considerably 
in the market place than Woolworth 

Or consider the astounding case of 
little Avon Products. Last year Avon 
sold some $168 million worth of per- 
fumes, creams and deodorants, and 
netted $18 million on its stockholders’ 
investment of $53 million. That hardly 
made Avon a corporate giant. And 
yet so highly do investors rate Avon's 
management that they put a highe: 
price on its than 


successful 


judg- 


successful 


more aS a 


assets are worth 


more 


common shares 








47 
48 
49 
50 





Company 


AT&T 

IBM 

General Motors 
Stand. Oil (N.J.) 
du Pont 


Texaco 

GE 

U.S. Steel 
Eastman Kodak 
Sears, Roebuck 


Ford 


Minn. Mining & Mfg. 


Gulf Oil 
Union Carbide 
Stand. Oil of Cal. 


Procter & Gambie 
Shell Oil 

R. J. Reynolds 
Socony Mobil 
Bethlehem Steel 


Gen. Tel. & Elec. 
Dow Chemical 
Internat. Nickel 
Phillips Petroleum 
General Foods 


Stand. Oil (ind.) 
Amer. Home Prod. 
Alcoa 
Commonwealth Ed. 
Westinghouse 


Amer. Elec. Power 
Pacific Gas & Elec. 
internat. Paper 
Southern Co. 
Monsanto 


Corning Glass 
Goodyear 

Coca Cola 
Allied Chemical 
Con. Edison 


Continental Oil 
Great A&P 
Texas Utilities 
Brunswick 
Aluminium, Ltd. 


National Lead 
Campbell Soup 
Armco Steel 
Weyerhaeuser 
Minneapolis-Honey. 


65 


59 


805 
83 
39% 
132% 
55% 


8112 
43% 
117 
46 
484 


30% 
73% 
69% 
58% 
80% 


53% 
217% 
772 
78% 
43 


6642 
77% 
32% 
54% 
46% 


183 42 
362 
8912 
60% 
78 


57%. 
51% 
93 
6652 
36 


93% 
97% 
7342 
36 
153% 


Number 
Shares 
(millions) 
235 

18 
283 
217 

46 


Recent 
Market 
Value 
(millions 


$29,807 
13,056 
12,831 
10,583 
9,737 


6,183 
5,776 
4,816 
4,472 
4,448 


4,428 
4,260 
4,100 
3,977 
3,493 


3,395 
2,650 
2,340 
2,235 
2,200 


2,162 
2,096 
2,033 
2,023 
1,991 


1,905 
1,681 
1,652 
1,527 
1,497 


1,457 
1,383 
1,342 
1,268 
1,258 


242 
,237 
230 
214 
210 


1,207 
177 
167 
127 
100 


1,091 
1,089 
1,088 
1,083 
1,078 


Common 
Stock 
Equity 

(millions) 

$12,628: 
973 
5,429 
6,881 
2,497 


2,737 
1,541 
3,056 
725 
1,474 


2,834 
319 
2,860 


505E 

314 

140 
1,387 


271 
325 
718 
535 
198 


“Excluding financial institutions. {Prior to rights offering of $970 million. 


Net 
Income 
(millions) 
$1,213 
168 
959 
689 
381 


392 
200 


THE MARKET'S JUDGMENT | 


100 most successful corporations” 


Price Range 
1960-61 
130 - 79% 
733 -407% 
55%- 40% 
5042- 38 
26642-1785 


102%- 
99%- 61% 
103%- 69% 
136%- 94 

6052- 4412 


6442 


- 605% 

- 54 
40 - 26% 
14842-10642 
55%- 40 


82 - 40% 
46%- 30% 
120 - 55% 
46%- 34% 
57\%- 37% 


34%- 2342 
995%- 70% 
69526- 47% 
60%- 41% 
83 - 49% 


53%2- 35 

220 -142% 
108 - 61% 
8038- 56% 
65 - 40% 


67 

85%- 
45\- 
547%- 
55- 


194%- 
47%- 
951- 
64 
80%- 


59%2- 
51%- 
97 

74%- 
36%- 


1091- 
92 
771- 
40%- 

178%- 


**Aug. 31. E—Estimated. 
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on those of such veritable corporate 
colossi as Tennessee Gas, Reynolds 
Metals, Inland Steel or Sperry Rand. 

The Sweet Smell. Why should this 
be so? What makes IBM worth more 
than GM? Why does Avon Products 
carry a higher market valuation than, 
say, National Cash Register? What 
says Texas Instruments (1960 earn- 
ings: $15 million) is worth more than 
International Harvester (earnings: 
$54 million) ? 

Partly, it is simply the sweet smell 
of success. GM’s earnings have failed 
to grow over recent years; IBM’s have 
gained every year, and the growth 
shows few signs of abating. At the 
rate IBM is growing, the market is 
saying, IBM will one day be as profit- 
able as GM. 

There is also the fact that inves- 
tors like to get on a bandwagon; be- 
cause IBM or Avon Products stocks 
have been going up, almost straight 
up, there is a tendency to assume 
they will continue to do so. Hence, 
the price anticipates the event. 

Then there is the capital gains tax. 
An investor who bought IBM for $174 
just five years ago is reluctant to 
sell and pay a capital gains tax of 
$135 a share. That reluctance limits 
the supply of stock. IBM’s success, 
meanwhile, continues to stimulate the 
demand. Result: scarcity value. 

Premium Stocks. Even excluding such 
exceptional cases as Polaroid or IBM, 
the investor naturally tends to put a 
considerable premium on the shares 
of a successful company. The average 
price of the shares of these 100 most 
successful companies works out to 
$74 a share; the average price of all 
Big Board stocks is around $53. As 
a group, the 100 sold at about 22 times 
1960 earnings. They earned last yea: 
a combined $10.3 billion; thus, these 


DELIVERY OF IBM COMPUTERS: 


the sweet smell of success . . 


Forses, may 1, 1961 








———S 


100 accounted for slightly more than 
half of all U.S. corporate profits. Their 
profits returned around 9% on aver- 
age stockholders’ equity. The 100 had 
a combined market value of $228 bil- 
lion, two thirds of the total worth of 
all stocks listed on the New York 
Stock Exchange. 

Utilities Out Front. On an industry 
basis, too, the list contains some sur- 
prises. Due largely to the tremendous 
assets and high market value of giant 
American Telephone & Telegraph, the 
utility industry scored highest; it 
placed 20 companies on the list with 
a combined market value of just un- 
der $50 billion. Oils were second; ten 
companies, $35 billion in market 
value. Next came electrical equip- 
ment and electronics; eight companies 
with almost $25 billion in total value 
—but more than half of the total was 
accounted for by IBM. 

Autos, probably the biggest single 
producer of jobs and_ purchasing 
power in the U.S., came in a poor 
fourth. There were seven companies 
from the auto and allied industries 
with a combined market value of $22.4 
billion: GM alone, however, contrib- 
uted more than half that total. 

Steel accounted for just six com- 
panies valued at a total of $10.6 bil- 
lion. Aluminum, a much smaller in- 
dustry in terms of sales and assets, 
contributed four companies, valued in 
the market at $4.4 billion. The 13 con- 
sumer goods companies came out 
fairly well with about $19 billion in 
market value. Five drug companies 
made the list with a combined market 
value of $5 billion. 

Bringing up the rear were the rail- 
roads. Only two rails made the list: 
Norfolk & Western and Union Pacific. 
Both trailed near the bottom of the 
list: their combined market value was 





1T&T LINEMAN: 
. is worth billions 
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THE MARKET'S JUDGMENT | 


100 most successful corporations’ 


Common 


“Excluding financial institutions. 


Company 


Gillette 

Firestone 
American Tobacco 
RCA 

Amer. Cyanamid 


National Dairy 
Corn Products 
J.C. Penney 
Republic Steel 
Kennecott Copper 


Amer. Mach. & Fadry. 


Avon Products 
Caterpillar 
Tennessee Gas 
Inter. Tel. & Tel. 


Merck 

Florida Pwr. & Lt. 
Central & S. W. 
Scott Paper 
Reynolds Metals 


Smith Kline & Fr. 
U.S. Gypsum 
Inland Steel 

Va. Elec. & Pwr. 
Hercules Powder 


Columbia Gas 
Philadelphia Elec. 
Kimberly-Clark 
Upjohn 

Crown Zellerbach 


Sperry Rand 
Detroit Edison 
Norfolk & Western 
Pub. Service E&G 
Texas Instruments 


Pittsburgh Plate 
Owens-Illinois 
Fed. Dept. Stores 
Inter. Harvester 
Sun Oil 


National Cash 
Union Pacific 
Polaroid 

Kaiser Aluminum 
S. Calif. Edison 


General Pub. Util. 
Woolworth 
Consumers Power 
National Steel 
Parke, Davis 


Recent 
Price 


115% 


50% 


73 
102% 
42% 
50% 
54% 


89 
31% 
182 
46% 
6912 


29% 
69 

70% 
87% 
44% 


tincludes marketable securities at market 


Number 
Shares 
(millions) 


18 
15 
9 


30 
14 

9 
14 
14 


29 
14 
7 
15 
4 


10 

7 
17 
14 
13 


8 
22 
4 
15 
10 


23 
10 
10 

8 
15 


Recent 
Market 
Value 


(millions 


$1,075 
1,066 
1,049 
1,009 
1,000 


981 
975 
975 
972 
970 


968 
955 
951 
945 
933 


$20 
904 
856 
856 
856 


855 
848 
826 
818 
815 


815 
814 
802 
801 
786 


783 
781 
780 
774 
154 


753 
743 
733 
17 
716 


708 
707 
705 
694 
691 


677 
670 
670 
665 
659 


Stock 
Equi 


(millions) 


$ 94 
593E 
486 
342 
432 


432 
260 
308 
728 
742 


144 
53 
322 


465 
423 


337 
78 
486 
263 
178 
490 
273E 
138 
391 


368E 


150 


Net 


Income 
(millions) 


$37 
65 
63 
35 
47 


Price 


1960-61 


119%- 
465¢- 
81%- 
78%- 
5954- 


6258 
58 
29% 
56 
117 


5342- 
148% 


256% 


80% 
116 


43%- 


52% 


55% 


89 


33 Ye- 


261% 


547%- 
79\%- 


31% 


74\- 
72%- 


98% 


51 Ye- 


E-Estimated 


59 

32% 
50% 
4642 
39% 


- 44% 
. 46% 
- 37% 


- 481 


- 71% 


ly. 491% 


- ol 


- 24 


20% 


- 32 


- 73 


- 50% 


6148 


18% 


". 62M 


41% 
39% 


18% 


- 40% 


- 9046 
36% 


5556 
823% 
30% 
383% 


42% 


497% 
25 
-163% 
32 
56% 











that of American Home 
Products (assets: $256 million; sales: 
$447 million). Several giant com- 
panies didn’t even place among the 
100. The Pennsylvania and New York 
Central with combined 
assets of somewhere around $5 bil- 
nowhere Ana- 
25th com- 
terms of 


than 


less 


railroads, 


lion, were 
conda Co., 


pany in 


in sight 
US. 
was not 
among the first 100 either. Such giants 
as Southern California Edison and 
National Steel barely made the list 
What About Brick & Mortar? Such 
disparities as these have been bother- 
ing many top executives of late. They 
are afraid the public may be putting 
too much of a premium on success 
They suspect that brick & mortar is 
being forgotten about in the rush to 
capitalize pyramiding statistics. They 
wonder whether generous dividend 
returns and fairly stable earnings are 
not being unjustly disparaged 
The doubters may be right. 


biggest 


assets, 


Per- 
haps some of the current premiums 
on success are too high by normal 
standards. But such objections are 
theoretical; market 
represent the combined 
of millions of investors, judgments 
backed with hard cash. Such com- 
mitments are not entered into lightly 
Thus, whatever their limitations as a 
yardstick, market prices remain the 
nearest thing to an objective measure- 
ment of corporate success that a free 


economy 


largely prices 


judgment 


can provide 


RUBBER 


THE ALBATROSS 


Remember the days of 8% 

preferred stocks? So do the 

stockholders of U.S. Rubber, 

who at last are getting rid of 
theirs. 


Scarce_y a Wall Streeter is now alive 
who remembers those famous days 
when, in their youth, the present 
giants of American industry used to 
high-coupon preferred stock 
with even more abandon than common 
stock and bonds. The advent of the 
52°, corporate income tax virtually 
killed preferred issues, whose divi- 
dends, unlike the interest on debt, are 
not deductible from a _ corporation’s 
taxes 

Vanishing Breed. Among the last of 
this vanishing breed of high-coupon 
preferred stocks is U.S. Rubber’s 
$8 first preferred, a hoary veteran 
which dates all the way back to the 
company’s incorporation in 1892. Over 
the intervening 69 years, this finan- 
cial albatross has swallowed up more 
than $307.2 million in dividends. Dur- 
ing the past decade alone, it has had 


issue 


*U'S. F 
price 
4674 


Rubber C 
54. Price range 
Dividend (1960 


Traded 
1961) 


$2.20 


NYSE. Recent 
high, 5533; low 
Indicated 1961 
per share (1959) 
million. Ticker sym- 





Rank Rank 


1956 1961 Name 


General Motors 
Standard Oil (NJ 
Amer. Tel. & Tel 
du Pont 

General Electric 
U.S. Steel 
Gulf Oil 
Union Carbide 
Texas Co. 
Standard Oil 
IBM 

Shell Oil 


Socony 


OnN oO Wea WH 


ae) 


Calif 


a Wn — 


Sears, Roebuck 
Std. Oil (Indiana 
Bethlehem Steel 
Alcoa 


a ee 
ono uw 


Phillips Petroleum 


o 


Eastman Kodok 


nN 
o 


Dow 





SHIFTING VALUES 


Even among highly successful companies, relative market capital- 
izations are far from static. Here were the relative rankings 
among the Top 20 capitalizations as recently as five years 
ago. Note that both GM and Jersey Standard stood ahead of 
AT&T (the current leader) and that IBM was down in I Ith spot. 


12/31 /5¢ 
price 


Market Value 
millions 


Outstanding 
shares 
44 278,834,250 
5834 196,306,422 
17136 57,263,599 
1923% 45,604,345 
6014 86,875,994 
73/2 53,698,436 
1237. 29,611,000 
11534 29,224,061 
597% 54,897,470 
4914 63,224,386 
540 5,250,000 
90 30,286,000 
55 43,728,000 
74,090,000 
33,955,000 
9,659,177 
20,381,865 
34,285,574 
19,191,000 
24,122,000 


$12,269 
11,533 
9,814 
8,790 
5,234 
3,947 
3,668 
3,383 
3,287 
3,114 
2,835 
2,726 
2,405 
2,121 
2,109 
1,917 
1,878 
1,826 
1,684 
1,619 








U.S. RUBBER’S VILA: 


a more basic problem remains 


first claim on more than 17°, of U.S 
Rubber’s total after-tax earnings 
Last month, however, U.S. Rub- 
ber’s management finally acted to re- 
move the albatross from 
corporate neck. It proposed—and 
stockholders at the meeting 
agreed—that the company be allowed 


around its 
annual 


to buy the preferred in the open mar- 
ket at not to exceed $160 a 
share. Alternatively, the company 
may accept tenders of preferred from 
its holders 

“We'd been kicking this question of 
the preferred around for years.” ex- 
plains U.S. Rubber’s Secretary Gran- 
ville T. Pownall, nobody 
genius enough to work out an ex- 
change plan which would satisfy both 
common and preferred stockholders. 
So in the end we decided to make a 
start at 
about ten years, and perhaps in the 
interim someone will yet figure out a 
plan of exchange.” 

Tangible Benefits. It will thus be a 
while before U.S. Rubber’s 32,000- 
odd common stockholders begin to 
realize the benefits which the retire- 
ment of the preferred will bring 
Ultimately, though, they should be 
substantial. The annual requirement 
for preferred dividends is $5,208,728. 
On highly leveraged U.S. Rubber’s 
common stock, that amount works out 
to a hefty 90 cents a share. 

With the problem of his capitaliza- 
tion thus on its way to solution, U.S. 
Rubber’s new President George T. 
Vila has yet a more basic problem 
still to solve: that of his company’s 
sub-par return both on sales (3.2% 
vs. Firestone’s 5.4°7) and on equity 
(just 9.9% last year). That may re- 
quire genius, too. 


prices 


“but was 


retiring it, over a period of 
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AUTOS 


READING 
THE OMENS 


The signs could be inter- 

preted either way, but the 

way the auto industry chose 

to read them added up to a 
boom. 


A CONGENITAL pessimist, somehow 
worming his way into the always opti- 
mistic ranks of top automotive execu- 
tives, would not have lacked reasons 
for secret satisfaction last month. 

First-quarter passenger car produc- 
tion was a mere 1,185,000 cars, the 
industry’s poorest showing since the 
Korean War and more than 40% be- 
low the first quarter of 1960. Com- 
pared with a year ago, March output 
was off nearly 38%. An incredible 
936,000 new cars choked dealers’ lots 
as April began, or enough to supply 
them for 52 days at the March selling 
rate. 

The Other Side. Yet far from feeling 
discouraged, the automakers were 
almost exuberant. That 936,000-car 
inventory was actually the smallest 
since last November. Moreover, it was 
lower than the year-earlier figure for 
the first time in 15 months. 

“Our inventories are substantially 
lower than we had anticipated at this 
time,” chortled Chrysler’s Sales Vice 
President Ed C. Quinn. “In fact, they 
are the best we've had in balance and 
numbers in the last five years. I only 
hope they won't be cut too much more 
in April.” 

Ford’s youthful (36) Vice 
dent Lee R. Iacocca, manager of the 
Ford division, was just as confident. 
“I know that factory men are paid to 
be optimistic,” said he. “But we have 
to put our money on the line too, so 
we can't afford to be on Cloud Nine 
without good reason.” One heartening 
fact he adduced to explain his own 
optimism: the way savings banks “are 
bulging with cash stashed away by 
our customers, who have been on a 
real savings binge.” 

The Quiet One. The only representa- 
tive of the industry’s Big Three to 
sound—for a moment—less than ebul- 
lient was Chevrolet General Manager 
Edward N. Cole, whose division turns 
out roughly three fifths of GM’s cars. 
“April sales are picking up,” he 
agreed, “but the figures in our divi- 
sion won't fully support it. We had 
a sales contest in March, and our 
traditional one comes up in May and 
June; and there’s always a tendency 
for dealers to push sales into the con- 
test months. But May and June will 
both be terrific.” 
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SELF CONTROL 
By rigorously holding car production 
below soles, the auto industry has 
reduced the swollen new-car inven- 


tories of the beginning of the year 
—and set the stage for a possible 
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Actually, Chevrolet's Cole already 
has better reason for crowing than 
most. His compact Corvair, previ- 
ously a poor second to Ford’s Fal- 
con, has been so beefed up by the 
addition of new models (e.g., the 
slicked-up Monza, which now ac- 
counts for over half of Corvair’s to- 
tal sales) that its March sales were 
less than 25° behind Falcon’s. 

Solid Stuff. Was there anything tan- 
gible to support the exuberance of 
the auto executives? Quite a bit. 
Though the 1961 figures were still 
substantially below those for 1960, all 
the indicators last month pointed 
sharply up. In 1960's first quarter, for 
example, the industry made about half 
a million more cars than it sold. This 


PITTSBURGH PLATE’S HILL: 


a welcomed shot in the arm 


year, with commendable self-restraint, 
it has been selling more than it has 
been making, with resultant paring 
of inventory. 

The key to the picture is sales, 
which, while still low in March, were 
some 34% above the abysmal levels of 
February. To be sure, March shows 
a traditional improvement over Feb- 
ruary, but a “normal” gain is usually 
considered to be about 20° 

Hence the automakers have already 
scheduled a 15% boost in second- 
quarter output over the first quarter, 
and are fingering the throttle nerv- 
ously wondering whether to “open ‘er 
up wide.” For the present, the indus- 
try is not so much in a boom as on the 
edge of one. But given a few more 
weeks of improvement such as that 
shown in late April, when car output 
reached a 1961 peak only some 13°; 
below the like 1960 period, and the 
boom will be on—with all the per- 
vasive implications that has for the 
whole U.S. economy. 


GLASS 


NEW CUSTOMER 


Pittsburgh Plate Glass man- 

aged to shore up its sagging 

glass division with a promis- 
ing new customer. 


Wuen Pittsburgh Plate Glass Co. 
announced that it had landed part of 
General Motors Corp.'s $200-mil- 
lion-a-year auto glass business last 
month, it was the first good news 
PPG’s 23,600 shareholders had heard 
in many a moon. How good the news 
was remained to be seen: the 
the order was a tightly kept secret 
But at least PPG had finally broken 
Libbey-Owens-Ford Glass Co.’s 30- 
year-old exclusive grip on GM's busi- 
ness. And rarely, if ever, had Pitts- 
burgh Plate’s President David G. Hill 
been hungrier for new business. 

The News Was Shocking. A bare fort- 
night before he landed the new order, 
Hill had to tell Pittsburgh Plate share- 
holders at the annual meeting that the 
first quarter had been one of the 
worst in the company’s history. Earn- 
ings had all but collapsed, dropping 
75% from 1960's first quarter to 
slightly more than $3 million. At a 
little more than 30c a share, they were 
worse even than the 37c that Pitts- 
burgh Plate had managed to squeeze 
out of the strikebound 1959 first 
quarter. 

Most of the blame lay squarely in 


size of 


*Pittsburgh Plate Glass Co. Traded NYSE 
Recent price: 7134. Price range (1961): high, 
7953; low, 6912. Dividend (1960): $2.20. Indi- 
o ited 1961 payout $2.20. Earnings per share 

1960): $462. Total assets: $6248 million 
Ticker symbol: PPG 
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PPG's auto glass operations. Business 
was slower than usual in the paint 
division (19°: of sales), the chemical 
division (22° of sales) and the build- 
ing glass operation (about 18% of 
sales). But all these were firmly in 
the black. PPG’s auto glass business, 
which usually brings in about 16° of 
sales, was deeply in the red. 

Everyone had known that Pitts- 
burgh Plate’s auto glass business had 
been in trouble for two years, but, 
still, Hill’s announcement at the an- 
nual meeting came as such a shock 
that some stockholders gasped aloud. 
What happened was this: Pittsburgh 
Plate had once supplied all of Chrysler 
Corp.’s glass needs and perhaps as 
much as 30°, of Ford’s auto glass. 
But by the end of 1960, both of these 
automakers had substantial captive 
glass operations. Pittsburgh Plate was 
only supplying half of Chrysler’s badly 
shrunken market and a negligible per- 
centage of Ford’s needs. 

Thus, when auto production fell 
sharply in the first quarter at Chrysler 
and at two other Pittsburgh Plate 
customers, American Motors § and 
Studebaker-Packard, PPG's auto 
glass business simply went into a 
nosedive. 

Shot in the Arm. This, coupled with 
more bad news from Pittsburgh 
Plate’s window glass operations (hard 
hit by low-priced imports), sent Hill 
and his sales force scurrying for new 
business. “We are far from happy 
about the situation,” said Hill. “We 
are going to be active everywhere we 
can to improve the picture.” 

The payoff came quickly, but al- 
though the GM order was described 
as “substantial” (some Wall Streeters 
put it as high as 10°), of GM’s needs), 
it could hardly be regarded as a cure 
for Pittsburgh Plate’s glass troubles. 
At best, the new business was a badly 
needed and much welcomed shot in 
the arm. 
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OIL 


NEW RECKONING 


Out of pocket for the costs 
of drilling wells in Libya— 
which won't produce profits 
until 1963—Amerada de- 
cided that realism dictated a 
change in its bookkeeping. 


Until now, Amerada Petroleum 
Corp.* has clung to a traditional, con- 
servative method of accounting, a rel- 
ic from the pioneering days of the 
oil industry. Like all other oil con- 
cerns, Amerada, for tax purposes, 
writes off its intangible drilling and 
development costs for productive 
wells as they occur. But unlike most 
of its rivals, who in their report to 
shareholders capitalize these costs 
until the oil starts to flow to market, 
Amerada has chosen to present to its 
shareholders the bleak set of 
figures it submits to the tax bureau. 

But circumstances have now 
brought Chairman Alfred Jacobsen 
to reconsider. In partnership with 
Continental and Ohio Oil, the com- 
pany has been bringing in well afte: 
rich well in the sandy Libyan des- 
ert. “Ordinarily,” explains Jacobsen, 
“when you drill a well you spend a 
lot of money, but you begin to get 
that money back very soon; you can 
start to sell oil as soon as the well is 
completed. Even if you don’t have a 
pipeline, you can ship the oil by other 
means.” In Libya, however, Amerada 
does not face anything like so simple 
a situation. “You cannot get the oil 
out of Libya,” explains Jacobsen, “un- 
til you have a pipeline, and our pipe- 


same 


Amerada Petroleum Corp. Traded NYSE 
Recent price: 84. Price range (1961): high, 
8775; low, 693g. Dividend (1960): $2.15. Indi- 
cated 1961 payout: $2.60. Earnings per share 
(1960): $4.37. Total assets: $199.9 million. 
Ticker symbol: ARC. 
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{4ERIAL VIEW OF LIBYAN OIL INSTALLATION: 


new paper work makes for a smoother profits flow 
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last month moved from president to 
chairman of Merrill Lynch. the idea 


costs—remain the same with both 
the old and the new system. 
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line won’t be completed until the end 
of 1962.” As a result, profits from 
Libya won’t show up until four years 
after the first well was completed. 
Last month, therefore, Alfred Jacob- 
sen abandoned, in part, his traditional 
accounting practice. In the interest 
of cushioning the impact of those high 
Libyan costs on Amerada’s earnings, 
Amerada began to capitalize intangi- 
ble costs of productive Libyan wells 
until the oil starts to flow to market. 
New Profits. Consequently (with 
1959 results restated), the level of 
Amerada’s earnings moved up a notch 
to $4.08 in 1959, $4.37 in 1960. On the 
old, conservative basis, profits were 
$3.81 in 1959, $3.84 last year. Not only 
had the level of earnings risen, but 
the percentage increase had been 
boosted from a mere 0.8° to 7.1% 
with the new method. Amerada’s tax 
books will remain unchanged. But 
the new set of published figures, capi- 
talizing a good slice of those heavy 
Libyan would make for a 
smoother profits flow from Libya. 
Even now, conservative Amerada 
hasn't gone as far as most of its rivals. 
“We have not changed our general, 
fundamental accounting methods,” in- 
sists Jacobsen. “Everywhere but Lib- 
ya we will continue to write off those 
expenses as they occur. on both pro- 
ductive and non-productive wells.” 
One fact no change in bookkeeping 
fashions could obscure: long delayed 
as they are, Amerada’s Libyan re- 
wards could be rich indeed. Tanker 
costs to Europe are almost half those 
on Middle Eastern oil 
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STOCK BROKERS 





WALL STREET'S “MR. BIG” 


Amid the record-setting rush of orders that descended 
on Wall Street, no brokerage house felt the problems, 


or the profits, 


more keenly 


than Merrill Lynch, 


Pierce. Fenner & Smith—the biggest of them all. 


WHATEVER happens to the stock mar- 
ket hereafter, the opening months of 
1961 will long be remembered. History 
records other times—Black Tuesday 
in October 1929, Eisenhower’s heart 
attack in September 1955—when the 
volume of trading soared fantastically 
on a particular day. But never before 
had a year opened with so much sus- 
tained buying and selling of stocks. 

Week after week, month after 
month, an average of nearly 5 million 
shares changed hands daily on the 
New York Stock Exchange. This was 
nearly 60°, above the daily average 
last year, more than double the 
volume five years before. The pace 
actually outran trading volume in the 
early months of 1929—the year in 
which a speculative orgy climaxed in 
a 16-million-share day on the Big 
Board and led to The Great Crash, 
whose echoes still resound on Wall 
Street. 

Red-Eyed, Foot-Sore and Testy. The 
situation could change overnight. In 
an unpredictable business, trading 
volume is as unpredictable as any- 
thing else. The fact remained, how- 
ever, that as 1961 grew older, the 
pace grew hotter. The daily turnover 
of shares on the Big Board averaged 
4.2 million shares in January, 4.9 mil- 
lion in February, 5.4 million in March. 
Sparked by a 7-million-share day 
early in the month, trading averaged 
5.5 million shares through the first 
half of April. Brokers and backroom 
clerks got red-eyed, foot-sore and 
testy under the crush of orders. “It 
used to be that people would flare up 
on Friday, after a whole week’s work,” 
said one weary trader. “Now you see 
them blow up on Monday.” 

Big Board traders were by no means 
alone. Daily trading on the American 
Stock Exchange was up an astonish- 
ing 150°, over 1959, the post-Crash 
record. Over-the-counter trading was 
so furious that some brokers first 
doubted their senses, finally conclud- 
ed that investors had lost theirs alto- 
gether. Said one specialist in unlisted 
securities: “It was a madhouse all 
week. The public was buying and 
price was no object. . . as if they were 
afraid we were going to run out of 
merchandise or something.” 

In board rooms across the country, 
customers men couldn't get off the 
phone to call their wives. Late trad- 
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the New York Stock Exchange run 


ing tapes, once worth headlines, had 
become almost routine. In _ back 
rooms, where each day’s volume had 
to be ground into customers’ accounts, 
overtime was the rule. For the first 
time since World War II, clerks were 
showing up regularly on Saturdays 
and occasionally on Sundays to catch 
up with the awesome paperwork. 

On the phenomenal volume, stock 
prices had bulled their way upward. 
No less than 320 of the 1,500-odd 
issues traded on the Big Board hit all- 
time highs in the first quarter. Last 
month the National Quotation Bu- 
reau’s index of over-the-counter 
stocks and Standard & Poor’s index of 
500 listed stocks set all-time highs. 
And the venerable Dow-Jones aver- 
age of 30 industrial stocks broke 
through 700 for the first time in his- 
tory on April 11, up 24% from its 
1960 low. 

The bull market extended, inevita- 
bly, to the New York Stock Exchange 
itself, where a seat changed hands 
last month for $225,000, highest price 
since 1933. 

No Time for History. But amid the 
babble and the litter on the football- 
field size trading floor of the Ex- 
change, where more than 80°; of the 
nation’s dollar volume is transacted, 
brokers had no time for history. In- 
deed, few even had time for lunch. 
They were too busy making money 
for themselves and for their firms. 





In good years, Wall Streeters are 
usually open-handed with year-end 
bonuses. Last month it was Christ- 
mas at Eastertide for mighty partners 
and lowly clerks alike. Reynolds & 
Co., for example, gave an extra week’s 
pay to employees who had been there 
only five months. “When things are 
slow, our guys only want to know 
how their own stocks are doing,” said 
one partner in a large firm. “Now 
they ask, ‘How’s the volume?’ ” 

For no single one of the thousands 
of brokerage firms was the work 
load heavier, or the cash reward high- 
er than for Merrill Lynch, Pierce, 
Fenner & Smith, Inc., the world’s big- 
gest brokerage house. On the day last 
month when trading exceeded 7 mil- 
lion shares, Merrill Lynch “Telephone 
Belles” plugged in and repeated that 
whole ponderous name exactly 9,102 
times. That week the firm executed 
nearly 150,000 orders, gave 121,000 
price quotations, answered 41,000 
queries from customers about specific 
stocks. In the process, its 100 Teletype 
operators sent and received more than 
12 million words of traffic over a 115,- 
000-mile network of wires connecting 
its 129 branches in the U.S. and 13 
overseas. 

Based on past performance, Merrill 
Lynch executed more orders than 
any other one of the 667 members 
of the New York Stock Exchange. 
With nearly 13% of the round-lot 
trading and more than 20% of the 
odd-lot trading as its share in recent 
years, Merrill Lynch probably did 
more Big Board business than the 
next three largest competitors (Bache, 
Francis I. du Pont and E.F. Hutton) 
combined. 

No Laughing Matter. Merrill Lynch, 
Pierce, Fenner & Smith! One broker 
long ago, rolling all those names ove 


“They must have had an all-right day.” 


Drawing by Claude 


1957 The New Yorker Magazine. tne 
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top men in the firm who spend much 





WHO SOLD WHAT 
For oll its soles power as the world’s biggest 
brokerage firm, Merrill Lynch is far from being 
the biggest underwriter. For the post five 
yeors, First Boston Corp. ond Holsey, Stuart — 
neither of which does ony retail brokerage 
business— have traded the No. One spol os 
managers of registered corporate bond and 
stock offerings. Merrill Lynch, as the chart 
shows, ranked a distant fifth last year. 
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on his lips, decided: “They ought to 
call it ‘We the People.’” Another ob- 
server, in an onomatopoetic mood, 
thought the name sounded like a trunk 
falling down a very long flight of 
stairs. To countless others, back in 
the days when the name was Merrill 
Lynch, Pierce, Fenner & Beane, the 
name was a natural tag line for 
limericks that began, “There once was 
a girl named Irene Who was known 
as the stock market queen... . 

But to competitors on Wall Street, 
Merrill Lynch is no laughing matter. 
It is, rather, a tough, big outfit with 
an extraordinary gift for catering to 
all sorts of people who want to buy 
stocks for all sorts of reasons. Well- 
heeled investors, shoestring specu- 
lators, massive institutions and mod- 
est widows—Merrill Lynch turns a 
pretty penny on the lot of them, last 
year some $130 million in gross com- 
missions and $27 million in pretax 
profits. Its size and money-making 
power have given rise to yet another 
envious epithet—“The Thundering 
Herd.” 

Rival brokers take Merrill Lynch’s 
size for granted and talk of other 
“We’re not anxious to be the 
biggest brokerage house or the big- 
gest anything Harold 
Bache, managing partner of the sec- 
ond largest wire house in the U.S. 
(82 offices) and largest U.S. stock 
broker abroad (15 offices overseas). 

Others make the same point another 
way. “Every one of the major houses 
is a department store,” says Robert 
Stovall, a partner in E.F. Hutton. “We 
try to think of ourselves as the Bon- 
wit Teller of this business. You might 
say Merrill Lynch is the Woolworth.” 

To Michael William McCarthy, who 


things. 


else,’ says 


until 1959, when he became president 
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last month moved from president to 
chairman of Merrill Lynch, the idea 
of being a Woolworth, or even a super- 
market chain, is nothing less than flat- 
tery. For Merrill Lynch is nothing if 
not a retailer of securities. “We've 
been opening up new accounts at the 
rate of 2,000 a week so far this year,” 
said he last month in pleased, soft 
tones. “If we ever did a cost-account- 
ing study on them, we’d probably find 
out that on three out of every four 
transactions we'll make for them, 
we'll ‘lose’ money. But we wouldn't 
want to do without a single one of 


them. That’s how we got where we 
are.” 
What Growth? How iar Merrill 


Lynch has traveled is a subject fo 
debate on The Street. By the stand- 
ards of some other industries, there is 
nothing overpowering, say, about its 
13°, share of Big Board trading. Gen- 
eral Motors sells nearly half the cars 
made in the country. U.S. Steel earns 
one third of the entire steel industry's 
profits. 

More significantly, some brokers 
argue, Merrill Lynch didn’t exactly 
grow. Rather, it merged its way to 
bigness. For a number of years after 
Charles E. Merrill, a bond salesman, 
and Edmund C. Lynch, a one-time 
salesman for Liquid Carbonic, found- 
ed the firm in 1914, the partnership 
left no broad ripples in its wake. 

Not until they merged with E.A. 
Pierce in 1940, then the biggest wire 
house on The Street, did the name 
“Merrill Lynch” denote bigness. Next 
year it absorbed Fenner & Beane, yet 
another large wire house on Wall 
Street, with a huge volume in cotton 
trading throughout the South. All 


told, no fewer than 49 firms have gone 
into today’s vast chain. But in a busi- 
ness where customer loyalty is cru- 


TRADING SECURITIES ON THE EXCHANGE FLOOR: 


cial, Merrill Lynch has handled its ac- 
quisitions tactfully. In 1940 the offi- 
cial name was Merrill Lynch, Pierce 
& Cassatt. But for years after it dis- 
appeared from the title, the name 
“Cassatt” was listed (with Merrill 
Lynch’s number) in the Philadelphia 
telephone directory. 

To small brokers, bigness is a handi- 
cap. “Merrill Lynch can’t begin to 
compete with me,’ says’ Broker 
Jacques Coe. “I have the same rela- 
tionship with my clients that a doctor 
has with his patients. We have the 
personal touch. My clients are more 
sophisticated than Merrill Lynch’s.” 

Maybe so. But out of 1,100 port- 
folios submitted to Merrill Lynch fo: 
analysis one week last month, for 
every one worth less than $25,000 
there was another worth more than 
$200,000. “We're a house for the little 
guy, sure,” says John Anaya, in charge 
of Merrill Lynch’s 130-man portfolio 
analysis department. “But we get ou 
share of the big guys, too.” 

Morals & Telephones. The wildly as- 
sorted clientele that one expects in a 
list of nearly 500,000 active accounts 
is probably no more loyal to Merrill 
Lynch than other firms’ customers 
But they are probably no less loyal 
And loyalties are easily undermined in 
the brokerage business. It takes little 
more than a reasonably good moral 
character and a telephone to set up a 
brokerage business. Deep knowledge 
of the securities business is surely 
secondary. The National Association 
of Securities Dealers, which enforces 
standards for over-the-counter deal- 
ers, admits that more than 95° of the 
25,000 people who took qualifying ex- 
aminations last year passed the very 
first time. 

It doesn’t even take much capital 
to become a broker. True, seats on 
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The trouble is, of course, the cus- 
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the New York Stock Exchange run 
high these days. But dozens of seat 
holders, so-called commission brokers, 
are happy to handle all the trades 
outsiders care to throw their way in 
return for a share of the total com- 
mission. 

For every dollar a broker puts 
down out of his own pocket to finance 
transactions for customers, Securities 
& Exchange Commission rules permit 
him to borrow another $20. Thus, by 
almost any test, stock brokerage is an 
“easy entry” business. Loyalties are 
tested not only by high-powered na- 
tionwide wire houses, but by in- 
numerable small operations like Sin- 
cere & Co. on Broad Street or Edward 
L. Winpenny on Broadway. 

Add to these facts certain others. 
As recently as ten years ago, there 
were only 6 million shareowners in 
the U.S. By last month the number 
had grown to an estimated 15 million 
or more. No one knows better than 
Merrill Lynch Chairman Mike Mc- 
Carthy the impact this growth has had 
on the brokerage business. But the 
knowledge was not his alone. “We 
used to be dealing with traders,” says 
Harold Bache, a veteran of nearly 50 
years on The Street. “Now we're deal- 
ing with investors. More and more of 
them are small people.” 

All, Honorable Men. If the moral 
tone of the brokerage business has 
improved over the years—and few 
would deny it has—this knowledge, 
plus the New Deal’s creation of the 
SEC a generation ago, undoubtedly 
contributed to it. Although their 
profits utterly depend on how many 
securities their customers buy and 
sell, all brokers insist “the customers’ 
interests always come first.” 

Merrill Lynch and every one of its 
major competitors point with pride to 


top men in the firm who spend much 
of their time going over their sales- 
men’s accounts to see that none of 
them “churns” a portfolio just to gen- 
erate commissions. The effort may 
not be entirely free of self-interest. 
“If our guys kept churning them,” 
said one Wall Streeter last month, 
“how long do you think customers 
would stay with the firm?” But the 
effort is praiseworthy all the same. 
Thus, unless they are in jail, all brok- 
ers can reasonably claim to be honor- 
able men. 

Just as reasonably, Merrill Lynch 
can claim some honorable distinctions 
of its own. Most of these trace in an 
unbroken line from Mike McCarthy 
through Winthrop Smith, his prede- 
cessor as chairman who died in Janu- 
ary, right back to Founding Partner 
Charles Merrill himself. A small, 
dapper man with a persuasive south- 
ern drawl, Merrill could command 
men with a sailor’s salty tongue and 
charm women with ante-Bellum gal- 
lantry. He saw possibilities in the 
brokerage business that simply had 
not occurred to others on The Street. 
“On a clear day,” says one Merrill 
Lynch man who knew him well, 
“Charlie could see ten years.” 

Tapes & Peanut Butter. Long before 
the New York Stock Exchange began 
preaching “the people’s capitalism,” 
Merrill saw money in small investors 
as well as big traders. Hence his 
merger with Pierce in 1940, the quick 
follow-up with Fenner & Beane in 
1941. In those days, volume on the 
Big Board rarely got above 1 million 
shares a day. A seat on the Exchange 
changed hands at $17,000. Once in 
1940 when trading for a whole day 
amounted to 250,000 shares, one story 
goes, a broker was able to stuff the 
entire day’s ticker tape in his pocket 


MOVING SECURITIES IN MERRILL LYNCH’S VAULT: 
three floors under Pine Street, $5 billion 
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WATCHING THE TAPE AT MLPF&S: 


the customers were overzealous 


without squashing the peanut butte: 
sandwich he had brought from home 

By the time he died in 1956, Mer- 
rill had lived long enough to see 
many another brokerage house adopt 
policies that had once puzzled and 
infuriated them when Merrill had 
initiated them at his own house. In 
1940 Merrill took his salesmen off 
commissions and put them on a regu- 
lar salary of $50 plus bonuses, “For 
most of us,” recalls Milija (“Ruby”) 
Rubezanin, now a director of the firm, 
“it amounted to a hell of a big pay 
increase.” 

At a time when some brokers were 
charging small fees for keeping se- 
curities, reviewing portfolios, dis- 
tributing dividends and such, Merrill 
eliminated service charges altogether 
Where all brokers were required by 
law to make a balance sheet available 
to customers on request, Merrill went 
further than any competitor has eve1 
done since. He began mailing annual 
reports to his customers showing how 
much money he and his partners were 
dividing. In an industry populated 
with aging “customers’ men,” Merrill 
Lynch launched a remarkably thor- 
ough course of study to train “account 
executives.” 

A Palpable Presence. Dead five years, 
seriously ill for some years before, 
Merrill is still an almost palpable 
presence in company headquarters at 
70 Pine Street. To this day, it is im- 
possible to talk at length about com- 
pany policy with a top Merrill Lynch 
man without his remarking at some 
point, “As Charlie used to say 

Charlie Merrill would surely have 
backed Mike McCarthy in 1958 when 
members of the New York Stock Ex- 
change debated whether to raise com- 
mission rates. Then managing partne 
of the firm (it was not incorporated 
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until 1959, when he became president 
and chief executive officer), McCarthy 
led Merrill Lynch in opposing any 
boosts. It was, as it turned out, a 
losing cause. Rates wert up.* 

Charlie Merrill would surely have 
applauded Mike McCarthy’s continu- 
ing refusal to sell mutual fund shares. 
To McCarthy, who had spent all his 
business life in food chains before 
Merrill personally brought him into 
the firm in 1940, the reason was plain 
as groceries. “We think we can take 
care of our customers with the mer- 
chandise on the shelf right now,” said 
he last month. “If investors want di- 
versification, there are closed-end in- 
vestment companies, insurance com- 
panies, bank stocks. If they want the 
advantages of periodic investment, 
they can buy them through the 
Monthly Investment Plan. We sell 
60°, of all MIPs, you know.” 

McCarthy has said much the same 
thing many times before. Neverthe- 
less, some of his competitors still don’t 
believe him. “Within a very short 
time,” says Harold Bache, whose firm 
sells more fund shares than any other, 
“Tll bet Merrill Lynch will be a large 
seller of mutual funds.” 

“Working Like Hell.” McCarthy him- 
self forecloses nothing. “We don’t 
think mutual funds fit into our busi- 
ness now,” said he last month. “If we 
had exhausted the possibilities in the 
things we already have, it might be 
a different story. But right now, 
we're working like hell to keep the 
share of the business we have. Last 
year we fell back a bit.” 

But McCarthy has his work cut out 
for him. The essence of the broker's 
art is the prompt and skillful execu- 
tion of customer orders. Yet few 
brokers could make a good living by 
being faithful technicians alone. “We 
certainly couldn't that way,” 
says McCarthy. “A broker these days 
has to offer both efficient execution 
and good research.” 

True to Charlie Merrill’s convic- 
tion on the matter, McCarthy insists 
the customer must make the final 
decision in buying and selling. “We 
foist opinions on no one,” says he. 
“But if a customer asks our opinion, 


grow 


we have to be in a position to give 
it to him.” 

No wonder, then that Merrill Lynch 
sends out as many “flashes” to board- 
reom traders on its news wires, and 
mails as many fact & 
analyses to long-pull 


figure-laden 
investors, as 


McCarthy's position on that occasion was 
cynically characterized by some competitors 
as a “can't lose" proposition. If he won the 
fight, he was a hero to investors. If he lost 
he got bigger commissions anyway since al] 
members must charge the same rates. The 
fact remains, of course, that in what was re- 
ported to be a close vote, McCarthy and his 
partners cast Merrill Lynch's eight votes 
against the raise. 


99 


anyone on The _ Street—relatively 
speaking, of course. 

How Much? How Many? According 
to small brokers, this puts Merrill 
Lynch customers—indeed, all wire 
house customers—at a distinct disad- 
vantage. “Sure Merrill Lynch can 
spend thousands of dollars on re- 
search,” says Jacques Coe. “But they 
make it available to such a large cli- 
entele, it sometimes defeats its own 
purpose. We have no monthly let- 
ter, much less a daily one. I’m the 
only person here who writes any- 
thing, and I wait until I have some- 
thing to say, maybe three or four times 
a year, 5,000 copies.” 

By contrast, Merrill Lynch last yea 
sent out “Stock Comment” on some 
700 companies. The press-run on its 
quarterly Securities & Industry Sur- 
vey ran to 190,000 copies. It distrib- 
uted almost 4 million copies of “Stock 
Appraisals” on more than 200 com- 
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WIRE ROOM AT MERRILL LYNCH: 


12 million words a week 
panies. And all the time, day in and 
day out, the news wires carried ad- 
visory flashes aimed at traders. 

Whatever Merrill Lynch loses in 
privacy of information, it naturally 
claims to make up for in quality. 
“When we call on a company presi- 
dent, it means something,” says James 
D. Corbett, who heads the 130-man 
security analysis department. “Take 
any major company in the United 
States, and chances are Merrill Lynch 
is the largest stockholder of record.” 

Sure enough, in its vault three 
floors under Pine Street, Merrill Lynch 
holds some $5 billion worth of secu- 
rities for its customers. Included, for 
example, is more than 10% of the 
outstanding common stock of RCA. 
Swinging that kind of weight in ex- 
ecutive suites, Merrili Lynch feels its 
customers’ best interest are well 
served. 


The trouble is, of course, the cus- 
tomer doesn’t always know what his 
own best interests are. Even more 
frustrating is the customer who knows 
quite well what he wants, but won't 
tell the truth about it. “Damned few 
people ever write into us and say, ‘I 
want to invest in speculative stocks,’ ”’ 
says one Merrill Lynch specialist, an 
ll-year veteran. “They'll tell you 
they want ‘long-term growth in qual- 
ity stocks’ or something like that. 
And then they hand you a list of hold- 
ings so loaded down with cats & dogs 
it makes you blanch.” 

Bow-Wow, Meow. As trading vol- 
ume swelled this year, cats & dogs 
seemed to be more attractive prey 
than Ordinarily, no man on 
earth is happier about public interest 
in stocks than G. Keith Funston, presi- 
dent of the New York Stock Ex- 
change. But last month Keith Fun- 
ston was actually offended by some 
of it. “Some would-be investors are 
attempting to purchase shares of com- 
panies whose names they cannot iden- 
tify, whose products are unknown to 
them, and prospects are, at 
best, highly uncertain,” he said. Then 
Funston added: “They are attempting 
to make improper use of the facilities 
of the investment community.” 

There wasn’t a broker on The Street 
who hadn't handled such customers 
repeatedly this year. There wasn’t a 
reputable broker who wasn't worried 
about the possible consequences 
“Here’s a man who bought General 
Electric at 90 a year ago,” said Port- 
folio Analyst John Anaya as he fin- 
gered a list of one Merrill Lynch 
client’s holdings. “It’s been no bull 
market for him, with GE now in the 
60s. My guess is he bought some of 
these other things lately trying to 
make up for lost time.” 

Other evidence tends to back up 
the hunch. It seems no accident, fo1 
example, that day after day there was 
heavy trading in low-priced stocks 
with some of them crowding tradition- 
al market leaders off the lists of most 
actively traded issues. Even as trad- 
ing soared, moreover, many brokers 
reported that their customers’ cash 
positions were mounting as fast as 
their debits. 

Switching. With so many stock prices 
moving higher in such heavy trading, 
how could so many customers be get- 
ting more liquid? One analyst last 
month ventured a plausible, but not 
very reassuring, explanation. Said he: 
“I think they’re selling high-priced 
stocks, replacing them with low priced 
stocks and trying to figure out what 
to do with the rest of it.” 

Other observers brooded about how 
high a price investors were willing to 
pay for some issues. On the Big Board 
last month, Polaroid sold at 83 
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Earnings for 1960 of $16.2 million were 
slightly below 1959. However, chemical 
profits were up 11%, the third consecutive 
year of higher chemical sales and earnings. 
Chemicals accounted for over 75% of pre- 
tax operating earnings. This improvement 
reflects the new products resulting from re- 
search as well as the increased capacity and 
efficiency generated by the $100 million ex- 
pansion in chemical facilities over the past 
five years. 

In the growing packaging field, Cryovac 
bags and films as well as a wide range of 
sealing compounds give Grace an important 
world-wide position. In plastics, the capacity 
of our polyethylene plant is being increased 
and sales continue to rise sharply. Cosden 
Petroleum Corporation, 53%-owned sub- 
sidiary, has also expanded in chemicals. 
The demand for agricultural chemicals has 
also risen. 

Earnings increased from our diversified 
Latin American business. However, difficult 
conditions continued in the shipping indus- 
try and Grace Line operated at a loss for 
the first time since 1932. We expect im- 
provement in this situation. 

In our Libyan petroleum operations, in 
which we are associated with Standard Oil 
Company (New Jersey), and Texas Gulf 
Producing Company, two successful wells 
in an entirely new area were brought in 


during 1960. 


For a copy of the Company’s 1960 Annual Report, 
write to the Public Relations Department, 
3 Hanover Square, New York 4, N.Y. 


Highlights of the Year's Operations 
Year Ended December 31 1960 


Sales and Operating Revenuezg............... $552,870,918 
Net Income After Taxes............0.... $ 16,220,381 
Per Share of Common Stock. $ 3.22 

Cash Dividends Paid: 
eg Se “ pa 928.664 
| En 
Per Share —at rate of $ 1.60 
Stock Dividend Paid on Common 2% 
Net Working Capitall..........cccccsccsssosccsscssreesereesee $133,052,482 
Current Ratio te ae 2.3 tol 
Net Fixed Assets Le 
Stockholders’ Equity per Common Share $ 49.28 
Number of Common Shares Outstanding... 4,874,816 
Number of Common Stockholders 31,306 
Number of Employees.............csecssscssssssssossesesees 40,600 


1959 


$476,789,610 
$ 16,466,440 
< 3.35 


$ 928,664 
$ 7,343,155 
$ 1.60 
2% 
$138,135,77 
2.5 to 1 
$232,735,277 
$ 48.89 
4,771,540 
30,052 
41,000 
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times 1960 earnings. On the Ameri- 
can, Cubric Corp. sold at 100 times 
earnings. Over-the-counter, Control 
Data traded at 244 times earnings. As 
Burton Crane of The New York Times 
once put it: “Investors are not only 
discounting the future, but the here- 
after.” 

Drawing the Line. In such a climate, 
Keith Funston’s concern about “the 
proper use of the facilities of the in- 
vestment community” raises ques- 
tions that even the most reputable 
brokers don’t see eye-to-eye on. In 
a nation whose major industries grew 
great on speculative capital, it is no 
easy matter to draw the line between 
fair and foul speculation. Who should 
draw the line in the first place? “Now- 
adays,” says Lloyd Mason, managing 
partner of Paine Webber Jackson & 
Curtis, “it’s the clients who are over- 
zealous, not the salesmen.” 

Most brokers play it by ear rather 
than rigid rule. Merrill Lynch, fo: 
example, has long discouraged its cus- 
tomers from buying “penny stocks,” 
absolutely refused to handle orders fo: 
Tucker auto stock in the late 1940s, 
was notably aloof in the great ura- 
nium boom of the early 1950s. 

And only very rarely, today, will 
Merrill Lynch accept an order for 
stocks trading under $2 per 
But other firms, no less concerned, 
have no “$2 Rule.” “There are some 
good stocks under $2,” says Harold 
Bache. “Besides, we are a public util- 
ity in a way. We can’t not do business. 
We have to perform for the public.” 

In addition to being big retailers of 
securities, Merrill Lynch, Bache and 
some others are also important under- 
writers of new issues. And this raises 
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still other problems. New issues, par- 
ticularly in small or little known com- 
panies, have enchanted investors this 
year as never before. Ruled boxes in 
daily newspapers now draw the read- 
er’s eye to their offering prices and 


what has happened to them since. 
With seductive frequency, new issues 
have quickly climbed to giddy heights, 
often within hours of their first ap- 
pearance in the public market. 

Hot Stuff. These so-called “hot is- 
sues” have caused reputable firms 
many a hot problem in customer rela- 
tions. As the biggest retail broker and 
the nation’s fifth largest underwrit- 
ing manager to boot, Merrill Lynch 
feels the heat more than anyone else 
“A lot of the stuff being sold now we 
want nothing to do with, no matter 
how heavy the demand,” says Win- 
throp Lenz, who last month took ove 
Merrill Lynch’s underwriting depart- 
ment upon veteran George Leness’ 
promotion to president. While some 
customers stalked away in a huff and 
even some of its own salesmen mut- 
tered, Merrill Lynch has shied away 
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from more than half the syndication 
deals that came its way recently. Says 
Lenz: “People who take their busi- 
ness across the street because we 
won't touch the junk . . . well, we just 
have to let them go.” 

Even when Merrill Lynch likes a 
deal, however, it can’t always par- 
ticipate. Its size tends to get in the 
way. Later this month, 200,000 shares 
of famed Warner Brothers (brassiéres, 
not movies) go to market for the first 
time through a syndicate headed by 
Lehman Brothers. Heavy demand is 
shaping up, but Merrill Lynch has 
none to sell. “It would give them 
more headaches than any underwrit- 


FEEDING 
“THE HERD” 


An investment “department store 
Merrill Lynch gets two-thirds of its 
revenues from the buying and 
selling of listed stocks, as this 
breakdown of its operating income 
shows. Only big change in recent 
years is the sharp downturn in its 
commodity business 





2 1_] Interest & Miscellaneous 
HER commosity Commissions 


Off-Board Trading & 
Underwriting Fees 


Commissions on 
Listed Securities 





Operating Revenues ($ Millions) 











ing profits would be worth,” says one 
expert close to the deal. “Suppose 
they got 6,000 shares to distribute. 
How would they divide that among 
142 offices and 2,000 salesmen?” 

Lenz admits these problems, but he 
nevertheless says he would rather not 
be left out of a “sound” deal. “From 
a sales point of view,” says he, “it’s 
better to have something—anything— 
than nothing at all.” 

For such reasons, even the smallest 
brokerage houses are often able to of- 
fer their customers more stock in a 
“hot issue” than even the biggest of 
wire house branch offices—provided, 
of course, small houses get a piece 


of the underwriting deal in the first 
place. 

Paradoxes. Despite these problems, 
Merrill Lynch is thriving mightily 
these days along with the rest of the 
brokerage business. Each house knows 
every other is making lots of money 
But paradoxically, for an industry so 
preoccupied with research, brokers 
really don’t know much more than 
that. Since Merrill Lynch is the only 
firm on The Street that publishes an 
income statement each year, no one 
knows just which firm is the most 
profitable in terms of profit margins 
and returns on capital. “My guess 
is,’ says Mike McCarthy, “that we 
had a better year, relatively, than any 
other of the larger firms in 1960.” 

In a business where proof of every 
transaction winds up in somebody's 
mailbox, no brokerage firm can even 
prove how well it stacks up against 
the competition in a given city. The 
New York Stock Exchange spot checks 
from time to time, but it doesn’t tell 
one firm how well another firm is do- 
ing. Brokers to the challenge 
with massive self-confidence. “In 
Boston, Merrill Lynch is not as big 
as we are,” say some Paine Webbe: 
men flatly. “I don’t believe it,” re- 
plies William Culbertson, sales vice 
president of Merrill Lynch. “Don't 
forget that Paine Webber is a Boston 
firm to begin with, but I still doubt 
they beat us in their own home town.” 

Changes Made? One other paradox 
looms largest of all. Booming bro- 
kerage profits rest on the idea that the 
public should own shares in good busi- 
nesses. Yet no important brokerage 
house is itself publicly owned. The 
rules of the New York Stock Ex- 
change expressly forbid it. 

Yet such rules are only what the 
members say they should be as de- 
termined by member votes. At one 
time the rules prohibited membe: 
firms even from incorporating, despite 
obvious tax and other advantages. 
Charlie Merrill, an early advocate of 
incorporation, lived to see that rule 
changed in 1953. 

Chairman McCarthy, for one, now 
hopes the rule prohibiting public 
ownership of brokerage houses will 
change, too. Just turning 58 this 
month, his chances to see it seem good. 
“Some Japanese firms went public 
just a few weeks ago,” he noted last 
month. “I hope it will be possible fon 
us, too.” 

If “We the People” ever does go 
public, what would the offering price 
be? What kind of price-earnings mul- 
tiple would be right? “I just don’t 
know,” said McCarthy. “When you 
think of the prices some stocks are 
getting, I guess it would be pretty 
high. Remember, we’re a growth in- 
dustry.” 
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Texaco in Trinidad is a big investment in the development of oil—and individuals. 
A visitor to this lovely, lively island will see thousands of Trinidadians at work where 
once such opportunity did not exist. He will see boys, 16 to 20, enrolled in Texaco 
training courses, continuing as on-the-job-with-pay apprentices. Students showing 
unusual aptitudes are awarded Texaco scholarships for university study. For all, it 
is a dream of success and security come true. Texaco in Trinidad is creating 


new futures for the people, sound growth for the economy of the island. 
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DETROIT EDISON’S CISLER: 
the balance was changing 


UTILITIES 


ABOUT FACE 


For a decade, Detroit Edison 
has marched downhill in 
fundamental earning power. 
Now it is reversing direction. 


For most of the last ten years De- 
troit Edison Co.* has presented to 
the world two remarkably different 
faces. To its customers, it has seemed 
a kindly and generous friend. To its 
stockholders, however, it has neces- 
sarily been a rather less beneficent 
personage. Last month, for a change, 
the two halves of Detroit Edison’s 
split corporate personality were visi- 
bly pulling together. 

Two Faces. Detroit Edison’s liber- 
ality to its neighbors is legendary. 
No Detroit Edison customer, for ex- 
ample, has ever needed to sully his 
hands with so menial a chore as 
changing a blown fuse: the company 
is only too glad to send out a man to 
do the job—and furnishes the fuse to 
boot. Light bulb burn out? Each 
year the company takes in millions 
of worn-out bulbs in exchange for 
brand new ones. And in its generous 
way, each year Detroit Edison repairs 
several hundred thousand of its cus- 
tomers electric appliances free of 
charge. 

It has continued to supply all 
this extraordinary service although, 
throughout the past inflationary dec- 
ade, it has not had the benefit of a 


single rise in rates. “Why,” says 


*Detroit Edison Co. Traded NYSE. Recent 
price: 543,. Price range (1961): high, 5@> tow; 
483,. Dividend (1960): $2.05. Indicated 1961 
payout: $2.20. Earnings per share (1960) 
$2.68. Total assets: $1.2 billion. Ticker sym- 
bol: DTE. 
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President Walker Cisler, “the last in- 
crease came in 1949.” Adds _ he: 
“We're pretty proud of that.” 

Cisler’s stockholders, however, 
have had to content themselves with 
considerably less open-handed treat- 
ment. Between 1956 and 1959, for 
example, both corporate revenues and 
earnings rose very modestly—about 
13%. Yet Detroit Edison’s capital 
needs resulted in diluting earnings 
per share from $2.36 to $2.34. The 
company’s fundamental earning 
power, as indicated by its return on 
net worth, gradually sagged to a point 
where it ranked among the very low- 
est of any major U.S. utility. 

Stitch in Time. This year, for once, 
Detroit Edison’s stockholders are 
reaching an important break in this 
sorry thread of affairs. For them, 
May Day is meeting day. And at this 
year’s annual meeting they are meet- 
ing with some fundamentally good 
news. In 1960 the tide had visibly 
turned. On a modest 4.5% rise in 
gross revenues, Detroit Edison’s in- 
come per share shot up a decisive 
15% to $2.68—its highest point in the 
company’s history 

This welcome development, rep- 
resenting an important break with the 
past, is the first result of a slowly 
emerging strategy. It was devised by 
Walker Cisler, who tailored it espe- 
cially to fit the company’s not too 
promising market environment. For 
showplace of U.S. mass production 
though it is, the Detroit and south- 
eastern Michigan territory that Detroit 
Edison serves is scarcely a_ utility 
man’s dream of an exuberant growth 
area. During the last four years, in 
fact, the area’s population has grown 
less than one half of 1%, with a sharp 
decline in Detroit's city population 
almost entirely offsetting the growth 
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ST. CLAIR POWER PLANT TOWERS 


in suburban and outlying areas 

Cisler’s remedy, paradoxically 
enough, was a vigorous building pro- 
gram. Between 1956 and 1960, De- 
troit Edison laid out over a third of 
a billion dollars on new plant. That 
meant that equity holders tempo- 
rarily bore the brunt. In all, this 
program increased interest costs 31°, 
And because it entailed conversion of 
convertible debentures, it diluted the 
common by 32%. 

First Fruits. Gradually, 
Detroit Edison’s stockholders began 
to get back their own. Because Cis- 
ler’s building program was not under- 
taken under pressure of immediate 
need, Detroit Edison got its money's 
worth out of its construction dollars 
Explains Controller Eldred Scott 
“Our revenue growth has not been 
quite as rapid as we had anticipated, 
hence our expansion was not unde 
forced draft. So it was cheaper.” 

Rapidly growing facilities in the face 
of slowly growing demand left Detroit 
Edison free to generate an ever large 
fraction of its total power output in 
its new low-cost facilities, notably its 
River Rouge and St. Clair plants 
Last year the eight new generating 
units at these two plants produced 
almost three fourths of the system's 
power. Partly as a result, Detroit 
Edison’s operating ratio (i.e., the 
crucial ratio of operating expense, 
including depreciation and taxes, to 
total revenues) fell more than a full 
percentage point last year—one of 
the best such gains among big city 
utilities. 

Tomorrow's Harvest. The most in- 
triguing aspect of Detroit Edison’s 
recent gains is its implications for the 
future. Back in 1956 the company’s 
generating capability exceeded its 
then-peak demand by a bare 12.9%, 
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OVER THE SEAWAY: 
from one of the U.S.’ biggest plants, one of the industry’s best 


gains 
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and against the industry’s preferred 
15%. Cisler’s building program has 
boosted this margin to 25%, thus rais- 
ing the interesting possibility that 
Detroit Edison can meet future needs 
for some years with low capital out- 
lays and no new financing. 

It is no secret that Cisler would like 
to reduce his reserve factor to about 
15°.. He also sees enough cash flow 
to take care of construction money 
needs for some years to come. In 
such circumstances, net per share 
should continue to rise. Estimates 
Cisler: “I look for around $2.80 a 
share in 1961, and it could go higher 
if there is a strong auto year.” 

This situation means that net per 
share can be expected to keep rising 
faster than revenues, as it did in 
1960. That in itself puts Detroit 
Edison on a new footing. Vows Cisler: 
“We are endeavoring to maintain this 
trend.” 


PAPER 


TOO MUCH 
MEDICINE 


Mead Corp. spent millions to 
extend its position in the 
paperboard market. But so 
far the rewards have not jus- 
tified its trouble. 


WHEN a company’s earnings sag, one 
solution is to buy out your customers. 
This solution made sense to such pa- 
per industry giants as International 
Paper and West Virginia Pulp & Paper 
after 1956, both of which set out to 
tie up captive sources of dernand— 
the wholesale merchants, converters 


MEAD CORPS MORRIS: 
another tight year 
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and box manufacturers who used their 
product. But no outfit in the indus- 
try embraced the principle more ar- 
dently than middling-sized Mead 
Corp.* Between 1957 and 1960, ag- 
gressive Mead bought up no fewer 
than 13 smaller companies making 
boxes and using paperboard, almost 
all by an exchange of stock. 

Too Venturesome? Mead, however, 
clearly overreached itself. To sew up 
a big portion of the paperboard mar- 
ket, the company acquired more box 
manufacturers than it had the paper- 
board to supply. Thus last year, as 
in 1959, Mead had to purchase sub- 
stantial quantities of finished paper- 
board from rival manufacturers. It 
was a costly experience, doing nothing 
for the company’s already ailing prof- 
its. Conceded Mead’s financial chief, 
Talbott Mead, ruefully: “All the prof- 
its are in manufacturing paperboard. 
In fact, many of our box-making 
plants are actually losing money.” 

Finally last month, Mead was at 
the point of correcting this imbalance. 
At Rome, Ga. it began rolling paper- 
board at a new 225-ton-a-day mill. 
That meant that it finally had enough 
production to satisfy the needs of its 
box-making plants without buying 
costly paperboard on the outside. 

More Yet Less. This does not mean, 
however, that Mead’s fundamental 
problem is_ automatically solved. 
Thanks to its successive acquisitions, 
Mead’s sales have almost doubled in 
the past four years, to $338.8 million. 
Yet though its purchases have given 
Mead outlets for its paperboard, they 
have done virtually nothing for prof- 
its. Admits Mead President Donald 
F. Morris: “Since we started buying 
into it, the box-making business has 
deteriorated.” 

Mead’s profit margins have deterio- 
rated too, slipping from 8c on the 
sales dollar in 1956 to 4c last year. 

All this has put Mead in a tight 
squeeze. To be sure, when it did its 
buying, margins were not its first 
concern. Observes Financial Man 
Talbott Mead: “Return on invested 
capital was more important to us.” Yet 
even by this criterion, the cost of 
Mead’s expansion has been a heavy 
one. Not only did the box-making 
plants contribute virtually nothing to 
profit, but the heavy dilution entailed 
in acquiring them watered down re- 
turn on equity. Since 1956, Mead’s 
net return on net worth has declined 
from 14.7% to 8.3%. 

One thing at least stockholders can 
take comfort from: Mead men’s de- 
termination to stop the drain. Says a 


*Mead Corp. Traded NYSE 
38. Price range (1961): high, 4434; low, 3515 
Dividend (1960): $1.70. Indicated 1961 pay- 
out: $1.70. Earnings per share (1960): $2.58 
Total assets: $251.4 million. Ticker symbol 
MEA 


Recent price 


MEAD’S BIG #1 ROME: 
all the profit in manufacturing 


Morris lieutenant: “From now on 
our expansion will be internal.” 

Tight Squeeze. Meantime, however, 
Mead’s earnings are in decline, de- 
spite the 43% of sales it gets from 
profitable fine papers. For the 12 
weeks ended Mar. 19, Mead’s rev- 
enues declined 6.6% to $73.9 million, 
while earnings dropped 17% to $2.5 
million. “This is going to be another 
tight year,” Morris predicts. “I don’t 
see much hope of getting any price 
increases.” 


RET AILING 


NATURALIZED 
CANADIAN 


That aristocrat among corpo- 

rations—Hudson’s Bay Co. 

—has finally become a natu- 
ralized Canadian. 


On a brisk fall day in the year 1668. 
the good ship Nonsuch sailed into 
Canada’s Hudson Bay on a fur trad- 
ing voyage. Financed by Prince 
Rupert, cousin of Britain’s flighty 
King Charles II, and led by a pair of 
grizzled French adventurers, the Non- 
such expedition traded briskly with 
the resident Indians and returned to 
England with a cargo of valuable furs. 

Absolute Lordes. Granted a Royal 
Charter in 1670, The Governor 
Company of Adventurers of England 
Trading Into Hudson’s Bay, or Hud- 
son’s Bay Co.* as it was more com- 


and 


*Hudson’'s Bay Co. Traded Montreal Stock 
Exchange. Recent price: 24. Price range 
(1961): high, 2434; low, 22. Dividend (fiscal 
1960): 55c. Indicated fiscal 1961 payout: 55c 
Earnings ver share (fiscal 1960): $1.29. Total 
assets: $132.4 million. Ticker symbol: HBC 
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monly known, grew apace. As “true 
and absolute Lordes and Proprietors” 
with rights to “sole Trade & Com- 
merce” over enormous unexplored 
tracts of what is now the Dominion 
of Canada, Bay managers set up fur 
trading posts from the Northwest 
Territories as far south as Minnesota. 
As the only effective government, 
their power was indeed “absolute.”’+ 

The centuries passed, and royal 
monopolies became a thing of the past. 
One by one, the South Sea Co., the 
East India Co. and their like faded 
into history. But not Canada’s Hud- 
son’s Bay. Its primitive trading posts 
evolved into general stores and even- 
tually into sleek modern Canadian 
department stores and_ wholesale 
branches. Part of its land holdings 
became Hudson’s Bay Oil & Gas, of 
which the parent still owns 23°% of 
the common stock. As fur markets 
grew more complicated, The Bay set 
up auction houses in Montreal, Lon- 
don and New York. It branched out 
into wholesaling, distributing liquor, 
tobacco and blankets. Last year all 
this added up to sales of some 227.7 
million and earnings of $6.8 million 
($1.29 a common share). 

But one thing didn’t change. Hud- 
son’s Bay remained an almost entirely 
British-owned company. It had no 
Canadian listing. Its shares traded 
chiefly on the London Exchange. Its 
governor remained always an Eng- 
lishman living in England. Its honor- 
ary post of Grand Seigneur, indeed, 
is currently filled by The Rt. Hon. Sir 
Winston Churchill, K.G., O.M., C.H., 
F.R.S., M.P. 

New Stockholders. Last month, near- 
ly 300 years after that long-ago busi- 
ness trip into Hudson Bay, a brand 
new listing was busily being traded 
on the Montreal Stock Exchange. 
Hudson's Bay Co. had finally applied 
for—and received—an exchange list- 
ing in its native territory. 

Why had The Bay finally come 
home? The immediate cause was the 
giant step that the company took late 
last year under new Managing Direc- 
tor J.R. Murray. For 553,000 shares 
plus $7.2 million it acquired family- 
controlled Henry Morgan & Co. (1960 
sales: $52.2 million), a chain of Ca- 
nadian department stores in the East. 
Now, at last, Hudson’s Bay was a 
nation-wide retailer with its red en- 
sign flying over big modern depart- 
ment stores across the West and in 
the populous eastern centers of 
Montreal, Ottawa and Toronto. 

Along with Morgan’s stores, The Bay 


*The original charter gave the company a 
monopoly over “the whole and entire trade 
and traffic to and from all havens, bays, 
creeks, rivers, lakes, and seas into which they 
shall find entrance or passage by water or 
land out of the territories, limits, or places 
aforesaid.” 
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INSPECTING MINK PELTS: 
now, a new trading home 


acquired something else: a host of 
new Canadian stockholders. “Up un- 
til last year we had a very small per- 
centage of shareholders in Canada,” 
explains a Bay executive, “so there 
was no particular reason for the ex- 
pense and trouble of a listing over 
here. But with Morgan we now have 
a large new number of Canadian 
shareholders who have been used to 
trading their shares on the Montreal 
Exchange.” Adds he: “We thought it 
would be sensible to give them that 
privilege with their new shares.” 
The Bay’s transition from a royal 
monopoly to a 20th century publicly 
owned corporation was complete 


FOOD 


PROFITABLE DIET 


So far as sales are concerned, 

Beech-Nut Life Savers hasn't 

put on much weight in recent 

years. But its profit state- 

ment looks mighty healthy 
all the same. 


IF you judge growth in terms of sales 
increases, Canajoharie, N.Y.’s Beech- 
Nut Life Savers, Inc.* would hardly 
qualify as a growth company. In the 
mid-Fifties the company was created 
out of a merger between Beech-Nut 
(chewing gum, baby food, coffee) and 
candy-making Life Savers. Since 
then, on average, its sales have in- 
creased about 1% a year. From 
a profits standpoint, however, Beech- 


*Beech-Nut Life Savers, Inc. Traded 
NYSE. Recent price: 5812. Price range (1961) 
high, 6414; low, 483,. Dividend (1960): $1.65 
Indicated 1961 payout: $1.70. Earnings per 
share (1960): $2.80. Total assets: $81.2 mil- 
lion. Ticker symbol: BLS. 








Nut has done much better. Per share 
earnings climbed nearly 40% over the 
six years, from $2.02 to $2.80, and 
return on stockholders’ equity went 
up from 12.9% to 13.4%. In the first 
quarter of 1961, more of the same: 
earnings rose 40°; to 67c a share. 

Growth Where It Counts. Beech-Nut 
Life Savers, in other words, is very 
much a profits-minded company. In 
the words of Chairman Alger B 
Chapman: “We are not interested in 
one of these flashy acquisition-a- 
month programs like some food com- 
panies. We want to grow in profita- 
bility. That is what counts here.” 

Chapman has made it count. Since 
1955 Beech-Nut’s return on sales has 
grown from 5.8% to 7.6% during a 
period when most food processors 
have been happy to stay even 

By going slow on acquisitions, more- 
over, Chapman has kept his powder 
dry for choice targets. A few weeks 
ago, for instance, Chapman had 
enough in his cash items account 
(some $33 million) to buy small ($11- 
million sales), but highly profitable, 
Martinson’s Coffee for $8.5 million, 
entirely in cash. “Another thing we 
watch,” says Chapman, “is stock dilu- 
tion. We do not want any.” 

No Jam or Pickles. As far as Beech- 
Nut’s sales growth, or lack of it, is 
concerned, Chapman is singularly un- 
ruffled. The Martinson acquisition is 
the only one Beech-Nut has made 
since its big merger with Life Savers 
A second acquisition (J. Hungerford 
Smith Co., which supplies soda foun- 
tains nationally at “specialty prices’) 
is in the works. “Now,” says Chap- 
man, “we are not going to worry 
until the next good thing comes 
along.” That may be quite a while 
Chapman looked over 50 companies 
before he decided on his first two 


acquisitions this year. “We do not 
want any strictly local jam and pickle 
companies,” says he. “We want a 


company with reasonably wide distri- 
bution—and it’s got to be profitable, 
more profitable than we are now.” 
Beech-Nut, on this score, seems to 
be in a reasonably good position to 
wait for really choice morsels. It is 
solidly entrenched as the second-place 
baby food company (46% of its sales), 
as the third-ranked gum maker (20° 
of sales) and as the leading roll candy 
maker (also 20° of sales). “No one 
is really nibbling at our heels any- 
where along the line,’ says Chap- 
man. “We sell Life Savers through 
900,000 outlets. Who can touch that?” 
As for sales growth, Chapman says, 
“I will be satisfied with 5% a year— 
a profitable 5%.” Adds he: “Don’t 
think we are dragging our heels or 
pinching pennies. We are just pro- 
tecting ourselves as we go along.” 


















CAPITAL GOODS 


CAPITAL 
INVESTMENT 


Westinghouse Air Brake had 
some intriguing arithmetic 
working for it when it estab- 
lished a market price for a 
subsidiary’s stock. 





Up In righteous indignation rose Pitts- 
burgher Charles H. Thomas at the 
annual meeting of Westinghouse Air 
Brake Co.* early last month. Thomas 
wanted to know why, last September, 
management had publicly sold 9° of 
the stock of WABCO’s fast-growing 
defense subsidiary, Melpar, Inc. (29°, 
of total 1960 sales). Demanded he 
“Why were we asked to buy some- 
thing we already owned?” 

Ready for that apparent poser with 
a soft answer was A. (for Andrew) 
King McCord, 57, WABCO’s presi- 
dent. McCord pointed out that stock- 
holders had been offered the chance 
to make a new equity investment in 
Melpar, not to 
owned through its parent. 


buy shares already 
WABCO, 
he said, realized no profit on its sales 
of Melpar stock, which represented 
new financing for the subsidiary 

A Good Deal. Actually, by the pe- 
culiar logic of today’s stock market, 
the sale of Melpar stock represented 
a good deal for all concerned. First, 
it established a market value for Mel- 
par (recently around $20 bid in the 


Westinghouse Air Brake Co. Traded NY- 


lion. Ticker symbol: WK 


SE. Recent price 27. Price range (1961) 
high, 277, ow, 22. Dividend (1960): $1.20 
Indicated 1961 payout: $1.20. Earnings per 
share (1960): $1.81. Total assets: $185.4 mil- 


MANUFACTURING RUBBER COMPONENT 


juggling with figures produced an attractive equation 


over-the-counter market, vs. an of- 
fering price of $14). This price, as 
opposed to a book value of just under 
$6 a share, would be useful in case of 
merger talks with other companies. 
Secondly, it enabled Melpar to set up 
a stock option plan to help hold its 
key scientists and executives. Third, 
it gave stockholders who exercised 
their rights to buy Melpar a neat 40% 
profit (to date) on their investment. 

Nor, evidently, had the company 
overlooked the possible effect on po- 
tential investors in Westinghouse Air 
Brake’s own stock. Behind each of 
WABCO’s 4,207,961 common shares 
now stands 0.535 of a share of Melpar. 
The Melpar holding has a bock value 
of just $3.13 per parent company 
share. But at current market prices, 
it works out to some $10.70 per par- 
ent company share. 

Westinghouse Air Brake’s own 
shares currently sell at about $27 a 
share. At that price, the rest of the 
assets of WABCO (which, ex-Melpar, 
did $130 million in sales and earned 
$6.6 million, or $1.55 a share, in 1960) 
are currently valued by the market 
at just over $16 a share. That, in the 
strictest sense of the word, might be 
mere juggling with figures, but it was 
the kind of arithmetic that often im- 
presses investors today. 

Be that as it may, there is no gain- 
saying that Melpar has been a good 
investment for Westinghouse (whose 
basic railroad and capital goods busi- 
nesses have been severely depressed 
for several years). Melpar originally 
cost Westinghouse $1 million in 1951; 
another $3 million of its earnings have 
since been reinvested. Current mar- 
ket value of WABCO’'s 91° 


roughly $45 million, a 


interest: 
1,000“; -plus 


gain on the investment 




















































































S OF AIR BRAKE SYSTEMS: 











WABCO’S McCORD: 
a good deal for all 


FOOD 


HOT DISH 


When do you pay $3 in stock 
to get $1 in sales? When the 
proposition looks as good as 
the Cream of Wheat acquisi- 
tion did to Nabisco. 





LOOKED AT one the transaction 
seemed merely routine. National Bis- 
cuit Co.,* so said the announcement 
last month, planned to add a meager 
2.6% to ($452 million last 
year) by buying tiny ($11.8-million 
sales in 1960) Minneapolis-based 
Cream of Wheat Corp. But the little 


deal became a big deal in a hurry 


way, 


its sales 


when the price was disclosed: $30 
million in National Biscuit common 
stock 


It was a big price for a small com- 
pany. The $30-million tag was nearly 
five times Cream of Wheat’s book 
value, nearly three times its sales 
volume and more than 20 times net 
income ($1.4 million in 1960). Na- 
tional Biscuit, moreover, seemed to 
be paying an exceedingly fancy price 
for a company whose sales had ad- 
vanced a meager 26°; since 1950 and 
whose earnings in that decade had 
gone exactly nowhere ($2.28 per 
share in both 1950 and 1960). 
® Worth Every Penny? Graying, hand- 
some President Lee Bickmore, how- 
ever, denied that the price was too 
stiff. Cream of Wheat, he insisted, 
was not only a desirable addition to 
Nabisco’s 175 products, but worth ev- 


*National Biscuit Co. Traded NYSE. Recent 
orice: 8234. Price range (1961): high, 8534 
ow, 70!2. Dividend (1960): $2.40. Indicated 
1961 payout: $2.80. Earnings per share (1960) 
$4.10. Total assets: $258.5 million. Ticker sym- 
bol: BI 
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“It all goes great when it goes Great Northern’ 


From iron ore to ironing boards—A-frames to X-ray 
machines—take it from old Rocky, you’ ve got it going 
on the right track with Great Northern Coordinated 
Shipping Services. Ship by freight car, truck or 
piggyback. Any one, any two, all three. Ship 
less-than-carload, trailerload or carload— 
you name it—we’ll move it fast and de- 
pendably at a mighty advantageous rate. 


Next time you’re shipping or receiving goods, be 
sure to check out the GN brand of service. It sizzles. 
For information, write: G. D. Johnson, General Freight 
Traffic Manager, Great Northern Railway, 
St. Paul 1, Minnesota. 

Business trip? Family vacation? Go great— 
across the scenic top of the nation—on Great 
Northern’s incomparable Empire Builder. 





















Offices in principal cities of U.S. and Canada 
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NATIONAL STEEL REPORTS on 1960 and the Future 





In 1960, National Steel’s operating and financial results 
ranked among the best in the industry. This was due partly 
to a stronger demand for the products in which we special- 
ize than for most other steel products. But this record also 
reflects the improved efficiency in organization, operations 
and continuous modernization of plants and facilities. 


We produced 5,751,000 ingot tons and shipped 4,342,000 
tons of finished steel with sales amounting to $697,063,036. 
Although there were two advances in employment costs, 
there were no increases in prices of National Steel products. 


Excellent progress was made on our major construction pro- 
gram launched in 1959, and all plants and facilities will be 
completed this year. An important addition was made to the 
program in 1960—a two-furnace basic oxygen furnace shop 
at Great Lakes Steel Corporation. 


At our new Midwest Steel plant in the Chicago area, the first 
major facility, the continuous galvanizing line, has been 
placed in operation. Facilities for the production of tin plate 
and hot and cold rolled sheets will be placed in operation 
in the near future. 


At Great Lakes Steel Corporation in Detroit, work on the 
computer-controlled 80-inch Mill of the Future is well ad- 
vanced and trial operations are scheduled for next August. 


At Weirton Steel Company in Weirton, West Virginia, a 
second continuous annealing line was installed, oxygen pro- 
ducing capacity doubled, and other improvements in facili- 
ties were made. 


At Stran-Steel Corporation’s plant in Terre Haute, Indiana, 
a 600-foot color coating and finishing line for steel building 
panels was among the new facilities installed. 


FINANCIAL. Since the start of the construction program in 
1959, construction costs amounted to $193,000,000 up to 
the close of 1960. The balance of the program, amounting to 
$152,000,000, will be completed in 1961 and 1962. Financ- 
ing in the amount of $160,000,000 in bonds and term bank 
loans was arranged at the outset of the program and this 
amount, plus funds which have been and will be generated 
within the business this year and next, appears adequate 
to complete the program. 








GREAT LAKES STEEL © WEIRTON STEEL 












NATIONAL STEEL 


NEW PRODUCTS developed during the year included 
Weirlite®—our new lightweight tin plate which affords new 
production economies and is meeting with enthusiastic ac- 
ceptance by customers. 





RESEARCH scored important new advances particularly in 
the improvement of efficiency in blast furnace production. 


1960 — AND THE FUTURE. In reviewing 1960, National 
Steel's top management team says: “Our relatively good 
showing during the year just past and the excellent progress 
of our construction program are eloquent evidence of the 
effective high skills and capabilities of our entire organiza- 
tion . . . and justify our assurance of their continued ac- 
complishments in the future.” 








Major executive changes. Although these were made subse- 





quent to the close of 1960, they are cited here because of 
their great importance to the future of National Steel Corpo- 
ration. Thomas E. Millsop has moved to Chairman of the 
Board of Directors and Chief Executive Officer of the Corpo- 
ration. George M. Humphrey resigned as Chairman of the 
Board of Directors but continues as a member and Chairman of 
the Executive Committee. Paul H. Carnahan, who was Chair- 
man of the Board of Directors of Great Lakes Steel Corpora- 
tion, was elected President of National Steel Corporation. 








1960: A SUMMARY 
1960 1959 
Net sales $697 ,063,036 $736,978,650 
Net earnings $ 41,937,235 $ 54,897,360 
Net earnings per share $5.53 $7.28 


Depreciation, depletion 
and amortization $ 41,149,055 


$ 22,680,299 


$ 36,487,856 
$ 22,522,643 


Total dividends paid 





We will be glad to send you a copy of our 1960 Annual 
Report on request. 


CORPORATION, virtseurcn. ea. 


SUBSIDIARIES AND DIVISIONS: 
MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE 





NATIONAL STEEL PRODUCTS 
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The new line was hot in more ways than one 


ery penny of the $30 million he 
planned to spend for it. What had 
made Cream of Wheat such a hot 
dish in his opinion? “Their earnings,” 
said Bickmore, “justified the price. It 
is as simple as that.” 

Bickmore was talking about the 
fact that, over the years, Cream of 
Wheat’s per share earnings have 
averaged out to 60°: of Nabisco’s. 
By Bickmore’s yardstick of value, this 
meant that six tenths of one share of 
Cream of Wheat stock was worth one 
share of National Biscuit common, 
and that toted up to a $30-million 
price tag 

Further, said Bickmore, “we have 
known since 1954 that we ought to 
build volume in our cereal line, and 
when Cream of Wheat became avail- 
able it was too good to let go by.” 
Already supplying nearly 40° of the 
nation’s cookies, crackers and biscuits 
over the years, Nabisco had precious 
little room to grow in that area. The 
cereal business seemed more promis- 
ing. Nabisco had only one major 
cereal—Shredded Wheat—and_ that 
did not even come close to challeng- 
ing such cold cereal giants as General 
Mills and Kellogg. 

Top of the Heap. The acquisition of 
Cream of Wheat enhances Nabisco’s 
cereal line in more ways than one. 
Cream of Wheat also earned last year 
the handsomest returns in the cereal 
business: 11.6°, on sales and a wal- 
loping 21°, on shareholders’ equity. 
And, moreover, Cream of Wheat is 
far and away the biggest hot wheat 
cereal maker in the U.S., supplying 
some 40% of the market. But with 
only 12°, of the total hot cereal mar- 
ket, Cream of Wheat still has plenty 
of room to expand, Bickmore feels. 

Still, the $30-million price was a 
fancy one. And, thus, Bickmore is not 
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standing still in his determination to 
make it pay out. He already has plans 
to extend Cream of Wheat marketing 
to Australia and Great Britain and, 
says he, “Minneapolis would be a fine 
base of operations for some entirely 
new hot cereals.” Adds Bickmore: 
“As it is, Cream of Wheat has good 
earning power; now we will add to 
that potential.” 


ELECTRICAL EQUIPMENT 


TIGHT SQUEEZE 


For mighty GE this year, it 
hasn't been so much a case 
of business being bad as it 
has of profits being terrible. 





THE TERM “profit squeeze” has be- 
come a favorite businessman’s euphe- 
mism for the unpleasant fact that it 
is no longer as easy to make money 
selling things as it was a few years 
ago. The disease does not necessarily 
afflict sales volume but tends to emaci- 
ate profits. The symptoms of a profit 
squeeze are all too easy to recognize: 
a steady decline in the ratio of profits 
to sales, a constant shrinkage in the 
profit penny in relation to the sales 
dollar. 

Whatever you call the disease, there 
was no question last month that giant 
General Electric* was suffering from 
a severe case of it. In the first quarter 
of 1961, Chairman Ralph Cordiner 
reported last month, GE’s sales ac- 
tually rose by some 4° (to $993 mil- 
lion). But operating profits slumped 


*General Electric Co. Traded NYSE. Recent 
price: 625,. Price range (1961): high, 74; low, 
611,. Dividend (1960) : $2. Indicated 1961 pay- 
out: $2. Earnings ver share: $2.25. Total as- 
sets: $2.6 billion. Ticker symbol: GE 








a full 36°, from $94 million in the 
1960 first quarter to just $60 million 
in 1961’s. That meant that GE’s cru- 
cial operating profit margin had 
dropped from just short of 10 cents 
of profits on the sales dollar to a trifle 
over 6c. Aiding the decline: a higher 
proportion of low-margin defense 
work in GE’s “product mix.” 

Fancy Figures. When it got around 
to adding up net profit figures for the 
quarter, fortunately, GE did not look 
quite so bad. Cordiner reported profits 


of 48c a share, down 20% from the 
60c of 1960’s first quarter. At that 


rate, GE was almost covering its 50c 
dividend and had kept the decline in 
net from being as severe as the de- 
cline in operating earnings. To do so, 
however, Cordiner and his fellow 
GE executives had had to do some 
fast figuring. 

They brought down to net $5 mil- 
lion of non-recurring income which, 
said Cordiner, represented “recovery 
of certain war losses incurred during 
World War II.” That $5 million, plus 
taxes accrued at a slightly lower rate, 
held the decline in share earnings to 


20%, instead of the 30°-35°% which 
the company might otherwise have 
shown. 


Words of Cheer. Despite 1961's in- 
auspicious start, however, GE’s Cor- 
diner had some cheer for 
his 400,000-odd stockholders. GE's 
operations, said he, “may have passed 
the low point” in the downward cycle 
which began in mid-1960. Added he 
“I look for GE’s business to reverse 
last year’s trend by starting at a 
relatively low level and strengthen- 
ing as the year progresses.” But it 
would clearly take a really substan- 
tial pickup to restore GE’s badly 
squeezed profits to anything like thei 
former heft. 


words of 
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past the low point? 
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1960 


Best operational year for 


GULF OIL 


Gulf Oil Corporatie™ 


Gulf’s 1960 Annual Report, recently mailed to share- 
holders, records net earnings of $330,310,825—an in- 
crease of 14°% over the previous year. 

Contributing significantly to earnings were the Com- 
pany’s domestic operations which brought in $198 mil- 
lion or 60° of total net income. 

In all major scopes of activity, new records were 
established. World-wide, production was up 12.5%; 
crude oil processed rose 11°; and sales of refined 
products showed a 2.8°% gain. 

Financial and operating highlights of Gulf for 1960 
and 1959 appear below. 

If you'd like a copy of the complete Report, write to: 
Public Relations Department, Gulf Oil Corporation, 
P. O. Box 1166, Pittsburgh 30, Pa. 


CONSOLIDATED FINANCIAL DATA 
1960 1959 
Net Income $ 330,311,000 > 290,467,000 
Per Share $3.20 $2.82 
Cash Dividends $ 99,558,000 96,876,000 
Per Share $1.00 $1.00 
Stock Dividend 3% 3% 
Working Capital (current assets less current liabilities $ 781,185,000 $ 690,656,000 
Long-Term Debt $ 257,385,000 $ 265,935,000 
Total Assets $3,843,429,000 $3,576,318,000 
Sales and Other Operating Revenues $3,212,205,000 $3,170,847 ,000 
Capital Expenditures $ 346,155,000 $ 335,771,000 


Based on the shares outstanding at the end of 1960 


OPERATIONS DATA-DAILY AVERAGE BARRELS** 


Net Crude Oil and Condensate Produced 1,463,528 1,304,183 
Net Natural Gas Liquids Produced 42,462 40,731 
Crude Oil Processed at Refineries 759,152 685,101 
Refined Products Sold 842,054 821,260 
Natural Gas Liquids Sold 117,410 122,017 


**Operations data include Gulf’s equity in all operations in which it has an interest. 
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AIRLINES 


THE DISMAL 
PROSPECT 


Even if the airline profit out- 

look was as dim as Ameri- 

ean’s C.R. Smith insisted, 

was it all the fault of the 
CAB? 


“IN THE old days we couldn’t hurt 
each other much flying DC-3s. Now 
we have the best chance in history to 
go broke at 600 miles an hour.” 

Thus, in his own characteristically 
pungent style, American Airlines* 
veteran President C.R. (for Cyrus 
Rowlett) Smith summarized the pam- 
phlet that he had prepared for Amer- 
ican’s 62,000 stockholders. Its title: 
Making Money in the Airline Business. 
Its central character (and villian): the 
Civil Aeronautics Board. 

The Lesson of History. The current 
airline depression, says the pamphlet, 
is almost identical with that of 1946- 
49. Both began in a time of pros- 
perity, were preceded by enormous 
route expansion and involved a ma- 
jor re-equipment program. The basic 
cause of both, the pamphlet contends, 
was the CAB’s willingness to author- 
ize new competition on airline routes 
to the point where established car- 
riers could no longer make a buck. 

In Smith’s view, the airlines re- 
covered from their 1946-49 depres- 
sion partly with the aid of govern- 
ment subsidies, fare and 
some slowing down in route awards, 
but mainly through the spurt in pas- 
senger traffic that followed the out- 
break of the Korean War. Now, how- 
ever, Smith rejects the subsidy path 
and doubts the wisdom of fare in- 
Thus, since no one looks 
forward to any sudden surge in traffic, 
Smith’s present prescription in effect 
boils down to the urgent plea that the 
CAB lay off further route awards 
that might in any way imperil the 
profit hopes of existing carriers. 

Timely Topic. There was no ques- 
tion of the pamphlet’s pertinence. 
Smith had just reported a 1960 profit 
drop for American of 44° from the 
preceding year, and a first-quarter 
1961 loss of about $1.9 million, far ex- 
ceeding the $450,000 deficit it suffered 
in early 1960. 

Certainly things had __— greatly 
changed in the past five years for the 
airlines—and so had Smith’s mood. 
Back in 1956, he had _ positively 


increases 


creases. 


American Airlines, Inc. Traded NYSE 
Recent price: 223g. Price range (1961): high, 
2434; low, 213g. Dividend (1960) : $1. Indicated 
1961 payout: $1. Earnings per share (1960) 
$1.40. Total assets: $513.7 million. Ticker sym- 
bol: AMR 
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Shining Example of a well-run railroad 


... high-speed piggyback service . . 


. skilled in this dependable, 


all-weather, door-to-door service. You, too, will prefer “the 


railroad that runs by the customer’s clock.” 
NICKEL PLATE ROAD +- CLEVELAND 1, OHIO 


Offices in principal cities 


Exceptional 
Profit Opportunity! 


ECON og RES 


COIN-OPERATED 
DRY CLEANING 


Vz 
@ Tremendous untapped market for 
inexpensive self-service dry cleaning! 


@ Enormous profit potential in 
ECON-O-WASH/ECONO-CREST 
laundry and dry cleaning store fran- 
chises now available. 


Vr ’ 

Backed by the world’s largest man- 
ufacturer of professional laundry and 
dry cleaning equipment! 


Pig Minimum cash down .. . 90% of all 
your equipment financed. 


2 Take advantage of this revolution- 
ary new business opportunity offered 
by the only company with experience in 
both coin-operated laundries and pro- 
fessional dry cleaning manufacture. For 
complete information, (no obligation) 
write: 

Mr. J. A. Coleman 

Small Equipment Sales, Dept. FB-51 
American Laundry Machinery Industries 
Cincinnati 12, Ohio 


Div. of The McGraw-Edison Co. 


to work in 


IDAHO 


Why? Because Idaho has fresh air, 
abundant clear water, space and plenty 
of room in which to play, work, build 
and grow. Production is higher because 
workers use their energy on the job in 
stead of fighting traffic, smog and con 
gestion .. . and, for a bonus absen 
teeism and turnover are at a minimum 


IDAHO WELCOMES INDUSTRY 


For complete information on what Ida 
ho offers YOUR company write to the 
Idaho State Department of Commerce 
and Development, Room 611B, Capitol 
Building, Boise, Idaho. 








NET EARNINGS 1960 1959 
TOTAL 


PER SHARE 


$61,233,000 
$2.90 


$60,272,000 
$2.85 

DIVIDENDS 

TOTAL 

PER SHARE 


$35,920,000 
$1.70 


$35,316,000 


GROWTH... 


CRUDE OIL PRODUCTION | 
(including equity | 
in affiliates) 


BARRELS 67,957,000 65,203,000 











The 1960 Annual Report of Continental Oil 

Company is now available. We will be glad 

to send you a copy on request. Write to: 
c 


CONTINENTAL OIL COMPANY: P.O. BOX 2197 * HOUSTON 1, TEXAS 


CHANGE OF ADDRESS 


Please send old address (exactly as imprinted on mail- 
ing label of your copy of Forses) and new address (with 


zone number if any); allow four weeks for changeover 
FORBES SUBSCRIBER SERVICE 


70 Fifth Avenue 
New York 11, N. Y. 


AMERICAN AIRLINES’ SMITH: 
the message was gloomy 


brimmed over with optimism. “The 
air passenger transport business,” he 
wrote then, “is in vigorous shape, and 
is destined to grow even stronger in 
the next five years.” 

Was the CAB’s open-handedness on 
route awards the only thing that had 
transpired to change the picture since 
then? Not entirely. The airlines 
themselves could hardly shrug off 
blame for their impulsive rush into 
the jet age, which loaded them with 
capacity that far outstripped the 
growth of their traffic. Thus Ameri- 
can, for example, saw its passenge: 
load factor drop last year to 65.1° 
(from over 70° the year before), 
although its revenue passenger miles 
increased by 11.6°7. And its interest 
and depreciation charges have more 
than doubled in the last five years, de- 
spite a lengthening of the period over 
which planes are now depreciated. 

It was quite true that the jets had. 
with the aid of some massive pro- 
motional drumbeating, captured the 
traveling public’s fancy to the point 
where piston or even turboprop 
equipment was hardly in the competi- 
tive ballpark. (“I think they would 
favor a jet,” cracked President Smith 
last month, “even if it took twice as 
long.”) The problem rather was how 
many jets the airlines had on hand 
and on order, and how long it would 
take to fill them profitably. 

Whipping Boy. Since overequipment 
was scarcely a problem that the CAB 
could be expected to solve all by 
itself, why was President Smith level- 
ing his guns at Washington? Primari- 
ly for tactical reasons, he admitted 
with his usual frankness. “We've got a 
new Board in Washington these days,” 
said he. “We couldn’t make much im- 
pression on the old Board. Maybe we 
can on the new one.” 
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a0 years of 
news with 
American Viscose 
Corporation 
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AVISTRAP® Cord Strapping* makes good. 
During 1960, American Viscose threw its 
weight behind AVISTRAP, a cord strapping 
of high tenacity Avisco rayon. Avistrap 
has no sharp edges, its light weight saves 
handling and shipping costs, po it gives 
the manufacturer many dollar savings. 
Sales of Avistrap have moved ahead sig- 
nificantly as an enthusiastic group of dis- 
tributors has started selling the product. 
*Patents pending. 


AVICEL+* Microcrystalline Cellulose, a 
long-time development of our laboratories, 
became commercially available in 1960. 
Avicel is a form of cellulose that can be 
used in foods—contributing stability, body, 
bulk, texture and palatability. Various forms 
of it can be added to foods such as cheese, 


peanut butter, honey, dry mixes and con- 
venience foods, —- custards, spreads, 


toppings. Avicel also shows great promise 
in pharmaceuticals and cosmetics. 


+Trademark of American Viscose Corporation. 
*Patent No. 2,978,446. 


AVISCO “‘T”’ FILMS—There were two new- 
comers to the Avisco family of packaging 
films last year—called “'T’’ films. These are 
a — combination of Avisco —— 
and polymers and have attracted wide at- 
tention because they virtually eliminate 
broken packages. The REO film for red 
meats, and the use of cellophane as an 
overwrap for egg freshness continue to 
make progress. 


DIVERSIFICATION TAKES A NEW TURN 
Toward the end of 1960, American Viscose 
Corporation entered into an agreement with 
Monsanto Chemical Company by terms of 
which American Viscose acquires a sub- 
stantial interest in Monsanto in exchange 
for its Chemstrand holdings. Thus, Ameri- 
can Viscose becomes widely diversified into 
the chemical field. AviSun Corporation, 
formed jointly with Sun Oil Company the 
previous year, began commercial produc- 
tion of Olefane* polypropylene cin. de- 
veloped new uses for its molding and ex- 
truding polymers. 


*Trademark of AviSun Corporation. 


NEWS IN FIBERS—1960 was a big year 


/ for Avisco fibers. Two new modified rayon 


fibers were introduced. Most significant was 
AVRIL®, a very strong and stable fiber 
which can be mercerized or preshrunk. 
Avril was welcomed for light weight fabrics 
in blouses, dresses, men’s shirts, as well as 
for towels, draperies and other home 
furnishings. 


American Viscose Corporation is celebrating 
its 50th anniversary. And this is a year when 
news and “what’s new” are very much in evi- 
dence in the American Viscose Corporation. 
For example, new packaging films—‘‘T”’ films, 
new fibers—Avril and Avlin, and completely 
new interests flowed from research to sales, 
Sales of Avisco cellophane exceeded those of 
record-setting 1959 in spite of stiff competition. 
Avisco rayon fibers made significant gains in 
industrial applications. New products of cellu- 
losic chemistry, of which Avicel (described 
below) is one, are expected to open up new 
opportunities for American Viscose beyond the 
markets for fabrics and fibers. 


AVLIN® rayon has the singular ability to 
cling to itself and other fibers, imparts a 
crisp dry hand to fabrics and greater firm- 
ness and bulk than conventional rayons. 


AVRON®, another modified Avisco rayon, 
— for the high strength it con- 
tributes to fabrics when used alone or in 
blends, enjoyed increasing success in the 
women’s wear and home furnishings fields. 
COTRON® fabrics, a blend of cotton and 
Avisco rayon, also progressed in blouses, 
dress fabrics, and men’s wear applications. 


PLANT IMPROVEMENTS—$5.3_ million 
was expended in 1960 to keep manufac- 
turing facilities up to date, to improve 
= equipment and to reduce costs. 

epreciation totaled $15.5 million—about 
$10 million more than was spent for plant 
and equipment. Expenditures for plant and 
equipment for 1961 are not expected to 
exceed $5 million. 


HIGHLIGHTS OF THE YEAR 
1960 1959 





Sales and other 
income 


$206,700,000(a) $239,800,000(a) 





Net Earnings 6,800,000 (a) 15,200,000(a) 





Per Share Common Stock 
Net Earnings 1.45(a) 2.98 (a) 
Dividends Paid 2.00 1.50 





(a) Includes Chemstrand dividend 


$2,500,000 


POLLS LEA LEN EE SAE, 
AMERICAN VISCOSE CORPORATION 


amounting to 


1617 Pennsylvania Boulevard, 
Philadelphia, Pa. 
Associated Companies (50% owned): 
AviSun Corp.—Ketchikan Pulp Co. 


LOOK TO AVISCO* FOR 


FIBERS AND PACKAGING FILMS 


NEW IDEAS 





Lh. Y LE 


Should the railroads begin to benefit from a pro- business having gone from bad to worse, it is not 
nounced pickup in the economy, it is not only the surprising that many such issues have suspended 
common stockholders of these depressed companies payment of interest or dividends and thus have 
who would benefit from the leverage inherent in piled up sizable arrearages. This suspension has 
the industry—so would holders of certain bond and depressed their prices. Reinstatement of payments 
preferred issues. Many railroads have outstanding could turn their prices sharply up. Here are a 


issues of preferred stock, or (which comes to almost group of leading income bonds and preferred 


the same thing) income bonds. With the railroad issues outstanding among the larger U.S. railroads. 


INCOME BONDS 
Interest 


Dates Times Extent 
Interest Recent Current Earned Arrears Arrearages 
Issue Payable Price 1956-61 Range Yield 1960 Cumulative 12/31/60 
Baltimore & Ohio 
44s 2010t 5/1 80 92'A— 632 5.63° 1.01 Fully None 
Chicago, Milwaukee, St. Pau! & P. B 
42s 2044t 4/1 58% 74%—49'2 774 1.11 13%”°. None 
Chicago, Milwaukee, St. Poul & P. A 
5s 2055 5/15; 9/15 52%F 72\’r— 43% 9.50 1.11 Non-Cum. None 
Chicago, Milwaukee, St. Poul & P. 
4s 2019 1 74 86%—69 6.08 1.11 13% None 
Chicago & Northwestern 
4s 19997 1 54%F 78“%e—43 0.18 13% 11.33 
Chicago, Rock Island & Pacific 
4s 1995 i 72'2 103%—72'2 : 1.92 None 
Deloware, Lackawanna & Western B 
4s 1993 25F 65 —19 deficit 15.00 
Delaware, Lackawanno & Western 
5s 1993 247AF 82 —24% deficit 12.00 
Erie-Lackawanna 
4s 2015 25'AF 79'A—22% deficit 9.00 
Erie-Lackawanna 
5s 2020 ; 26F 81%4—20% deficit 10.00 
Lehigh Valley F 
5s 2003 35F 87 —20'’ deficit 20.00 
Lehigh Vailey D 
4s 2003 30%F 74%—18 deficit 16.00 
Missouri Pacific B 
4%s 2030 54F 71 *%—46 , ‘ None 
Missouri Pacific A 
4¥%s 2020 57 AF 77 \s—48% 
Missouri Pacific 
5s 2045 52%F 68Y%—38'A r : : None 
N. Y. Chicago & St. Louis 
4s 1989 6/30; 12/31 90% 102%—79% 
St. Louvis-San Francisco 


5s 2006 5/1; 11/1 67 “aF 78'2—45% 7.45 1.69 


RAILROAD PREFERRED STOCKS 


Pid. Div. 
Times Extent 
Dividend Recent Current Covered Arrears Arrearages 
Issue Rate Price 1956-61 Range Yield 1960 Cumulative 12/31/60 





None 


None 


None 





Atchison, Topeka & Santo Fe $0.50 10 11%— 8% 5.00° 4.19 Non-Cum. None 

Boston & Mainet 5.00 10 61“%— 9'Ar None 0.25 Fully if None 
eorned. 

Baltimore & Ohio (unstamped)t 4.00 55 68'2—45'A 7.27 1.01 Non-Cum. None 

Chicago, Milwaukee, St. Pau! & P. 5.00 56 71”%—40' 8.93 0.91 Non-Cum. None 

Chicago & Northwesternt 5.00 262 46%—18 None 0.12 Fully if None 
earned. 

Erie Railroad Co. (Series A)** 5.00 26% 66 -—25 None deficit 189 6.25% 

New York, New Haven & Hartford? 5.00 6’ 64%— 5 None deficit Fully if None 
earned. 

Norfolk & Western (4°.) 1.00 23 26Y%s—20% 4.35 ras Non-Cum. None 

Norfolk & Western (6°) 0.60 13 13%—11"”% 4.62 7S Fully if 
earned. 

Reading 2nd 2.00 13% 37%—11% None 0.80 Non-Cum. None 

Southern Railway 1.00 18% 20%—16% 5.30 2.85 Non-Cum. None 

Union Pacific 0.40 8% 10“%— 7A 478 8.62 Non-Cum. None 


None 


F___ Traded flat (i.e., no allowance made for accrued interest Convertible into common. **Now assumed by Erie-Lackawanna 
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Whether you are approaching 40 


or beyond tt, 


you owe it to yourself to know about 


a dynamic, 
clinically proved concept 


of body care 


Is one of these 


your past-40 problem ? 
Why do some people feel resigned to life 


after 40 while others welcome it? Often 


the reason is one of these typical symptoms: 


e Inability to relax 

@ Sleeplessness 

e Sore aching muscles 

e Simple nervous tension 

e Chronic backache and fatigue 


e Minor rheumatic and 
arthritic pains 


Overa million people use Niagara Cyclo-Massage’ products daily in their homes 
—a better way to help relieve simple nervous tension... soothe aching muscles... 
relieve minor backache and fatigue...restore that wonderful feeling of well-being. 


Today, as in no other age, the 
rigors of modern living hamper 
work, play, well-being 

Despite modern day living conven- 
iences, the pressures imposed upon us 
were never greater. 

We are living under constant stresses 
and strains. We spend hectic hours either 
in crowded public transportation facili- 
ties, or on jammed highways. We are 
caught in a web of myriad obligations. 

Added to all this conflict is the uncer- 
tainty and anxiety of a chaotic world. 
And our human response to all this—by 
most of us—is prolonged simple tension. 


Tension, by-product of today’s 
anxieties, causes insomnia, 
fatigue, muscular aches and pains 


Tension often manifests itself in a feel- 
ing of utter exhaustion at the end of 
a grueling day. Muscular aches and 
pains through the shoulders, neck or 
back. Dull headaches. Chronic fatigue 
—not the healthy normal fatigue that 
induces refreshing sleep. 

If you consult your doctor, as you 
should, so often the report is that there 
is nothing organically wrong with you. 
Your problem is prolonged simple 
tension, and relaxation is prescribed. 


Niagara equipment is unique 
...deep-penetrating massage in 
its most highly developed form 


It took years of research and develop- 
ment to perfect Niagara’s unique 
Cycloid Action® transmission. Its 
patented three-way motion—horizontal, 
vertical and circular—creates a smooth, 
pleasant, unique action which has been 
clinically proved to be genuinely bene- 
ficial to help you feel better. 

Its gentle kneading pattern is trans- 
mitted through tissue, bone and muscle. 


Relaxation is the key to relieving 
simple nervous tension 


The ability to relax is no simple matter 
for most of us. We usually can’t change 
our basic daily circumstances. We have 
neither the time nor the financial free- 
dom to “get away from it all” frequently. 
And, for most of us, this would accom- 
plish little in relieving us of the day- 
to-day tension that returns as soon as 
we take up our normal routine again. 


CYCLO-MASSAGE... 
the better way to help combat 
tension, relieve minor pain 


Medical authorities agree that skillfully 
administered massage is one of the 
most effective means of attaining re- 
laxation. Gentle, controlled heat is 
another. This, precisely, is the Niagara 
Cyclo-Massage principle—a combina- 
tion of controlled heat and gently pene- 
trating massage to help soothe tired 
muscles, relieve minor pains of arthritis 
and rheumatism whenever they occur. 
And it can be applied to any part of 
the body without disrobing and in the 
privacy of your own home. 


Daily use is essential for 
sustained relief 


The benefits of Niagara will help you 
to a wonderful exhilarating feeling of 
well-being. Regular use of Niagara 
equipment, preferably during periods 
of stress and strain or when you suffer 
from fatigue, can quickly help restore 
you to buoyant spirits. This can be 
accomplished with as little as a half 
hour of daily application. 


Continuous research supports 
Niagara Cyclo-Massage equipment 


More than seven years of clinical study 
and research by recognized medical 


authorities, conducted in some of Amer- 
ica’s largest teaching hospitals, have 
proved that Niagara equipment helps 
to decrease simple nervous tension and 
the feeling of fatigue, relax stiff muscles 
and ease muscular aches and pains 
whenever they occur, increase blood 
circulation in the area of application 
—all of which are common complaints 
of people over forty. 

After extensive testing of Niagara 
units and exhaustive study of amazing 
documental proof, the Good House- 
keeping Seal was granted by that 
publication’s research staff... your 
assurance that Niagara products will 
perform as advertised. 


How to learn more about 
Niagara Cyclo-Massage equipment 
Over one million satisfied users, includ- 
ing hundreds of doctors, have discov- 
ered the wonderful benefits offered by 
this dynamic new concept of body care. 

Fortunately, you can do the same 
...even within one 20-minute trial. 
You can actually experience how 
Niagara equipment can be the better 
way to help you enjoy again the joy 
of living. 

Why not discover for yourself, with- 
out obligation, just how Niagara 
Cyclo-Massage equipment can help 
you? Fill out and mail coupon, today. 


| Niagara Therapy Mfg. Corp. 
| Dept. F-5 
| Adamsville, Pa. 


Please send more information about this 
dynamic new concept of body care 


Address_____ 
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For more than sixty years, UNION CARBIDE has been a trade name for calcium carbide 


which, when combined with water, produces the gas acetylene 


Feeding fire...with water 


Sounds impossible . . . yet one of today’s most useful flames thrives 
on water. When water comes in contact with a gray, rock-like substance called 
calcium carbide, acetylene gas is born—fuel for the white-hot oxy-acetylene 
flame that can slice through steel and other metals. 


Just as it burns so readily, acetylene combines freely with many 
chemicals. That’s why it has become the raw material for a variety of things 
you use every day. Among its descendants are the versatile vinyl plastics . . . 
long-wearing, wrinkle-resistant DYNEL modacrylic fibers . . . non-flammable 
dry-cleaning solvents . . . and a host of chemicals that bring you synthetic 
rubber, wonder drugs, and those paints that dry in minutes to a beautiful, 
washable finish. 


To meet the fast-growing needs of industry, the people of Union 
Carbide produce thousands of tons of calcium carbide and billions of cubic 
feet of acetylene every year. It is typical of the hundreds of beneficial products 
that have come forth during more than half a century of research into the 
basic elements of nature. 


“Dynel” is a trade mark of Union Carbide Corporation 





tion 


Learn about the important work 
going on now in chemicals, car- 
bons, gases, metals, plastics, and 
nuclear energy. Write for ‘“‘The 
Exciting Universe of Union 
Carbide’’ Booklet P, Union 
Carbide Corporation, 270 Park 
Avenue, New York 17, N.Y. In 
Canada, Union Carbide Canada 
Limited, Toronto. 


Ui ited 
CARBIDE 
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1. How much are we producing? (FRB index) i “em i | 
2. How many people are working? (BLS production workers | i | 
+-—— employment index) = ee ; + a t 
3. How intensively are we working? (BLS average weekly hours i = ! we ae 
in ma re) ; t a + 
4. How much hard goods are we ordering? (Dept. of Commerce - -+—-—+ 
durable goods index) j 
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6. How much are we building? (private non-farm housing starts) —j——_+ + + ; + - +— + 4 1 15 
7. What is the money supply? (net bank deposits plus invest- aa a aS ee = = _— i * 
ments less net adjusted loans) i | i | 
Factors are adjusted to reflect changing values of the dollar, ~ 
and for seasonal variations. 
Plotted line for current year is a preliminary weekly figure, and 
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form. Detted projection indicates an 8-day estimate based on 
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tentative figures, and is subject to revision. 
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June July Aug. Sept. Oct. Nov. 


104.7 104.5 102.8 102.4 102.9 101.1 















Dec. Jan. Feb. March April 


(prelim.) 
100.3 98.9 99.2 99.6 (100.5) 





Something Old, Something New 


Doers the race into space dictate a 
change in investment policy? I don’t 
think so. 

For one thing, there have been 
enormous changes in the pattern of 
consumer spending in recent years, 
changes that have spelled important 
new markets for industry. Not only 
is consumer spending less dependent 
on the business cycle than ever be- 
fore, but it’s being channeled dif- 
ferently. Case in point: whereas 
there was a concentrated demand for 
hard goods in the late 1940s and early 
1950s, families now seem to want twa 
of everything—whether it be TV sets 
and telephones, or cars and homes. 
Even culture has become big busi- 
ness, and it’s spelled a new market 
for books and magazines, records and 
stereo-phonographs, travel and enter- 
tainment. There are 32 million ama- 
teur musicians in the U.S. today 
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by SIDNEY B. LURIE 


against only 19 
million in 1950. 

Secondly,marked 
changes lie ahead 
in the complex- 
ion of our popu- 
lation and _ this, 
too, will open up 
new business op- 
portunities. Whereas our total popu- 
lation is expected to grow 9° in the 
next five years, there may be an 11% 
increase in the 65-and-over age group. 
This points to an increasing demand 
for health aids and hobbies, apart- 
ments and small homes. But the larg- 
est increase—28%—is projected for 
the 15 to 19-year-old age group. Teen- 
agers represent a tremendous market 
potential for food, clothes, etc. A 19% 
gain is anticipated in the 20 to 24 age 
group, the newlyweds who will re- 
quire furniture and appliances. 








Finally, the Space Age _ really 
started 3% years ago, not in mid- 
April. Sputnik, not Major Gagarin, 
was the spark that made science a 
magic word in the stock market 
From then on, the security buyer be- 
came increasingly aware of the facts 
that: 1) Whereas innovation and in- 
vention previously had come about 
more by accident than plan, a well 
organized major industry of dis- 
covery had come into being. 2) With 
five to seven years required for a re- 
search project to become a mass pro- 
duced product, the full fruits of ac- 
celerated research were yet to come 

To put it in a word, I believe there 
can be a great deal of speculative ex- 
citement in “doing what comes nat- 
urally,” in applying common sense 
rather than a computer. For example, 
with the 25 to 44 age group likely to be 
stationary in the next five years—and 
this is the high-saving segment of our 
population—there probably will be an 
increased demand for installment 
credit. Similarly, with our academic 
levels rising, there'll be a greater de- 
mand for service and quality, educa- 
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tion and exotic foods. Companies 
which exploit these consumer needs 
can be as interesting, or even more so, 
than strictly science-oriented firms. 

Proof of my point is at hand in the 
announcement that Black & Decker 
Mfg. Co. has developed a portable 
electric drill with a_ self-contained 
power scource, thus eliminating the 
electric cord. The significance of the 


TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 


DIVIDEND the Common Stock, payable June 13, 





NO. 55 


1961, to stockholders of record on May 
19, 1961. 





J. E. IVINS, Secretary 








Southern California 
Edison Company 


DIVI 
The 


DENDS 
Board of Directors has 


authorized the payment of 
the following quarterly divi- 
dends 


CUMULATIVE PREFERRED STOCK 


4.08% SERIES 
Dividend No. 45 


25/2 cents per share; 
4.24% SERIES 


Dividend No. 22 


26. cents per share; 


4.78%, SERIES 
Dividend No. 14 


297/e cents per share; 


4.88% SERIES 
Dividend No. 54 


The 
able 


30%, cents per shore. 


above dividends are pay- 
May 34, 1961, to stock- 


holders of record May 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, May 31. 


P. C. HALE, Treasure) 


April 20, 1961 


ROCKWELL 





STANDARD 


DECLARES REGULAR DIVIDEND. 
OPTIMISM STRESSED 
AT ANNUAL MEETING 





The Board of Directors has today 
declared a regular quarterly dividend 
of fifty cents (50¢) per share on the 
Common Stock of the Company, 
payable June 10, 1961, to share- 
holders of record at the close of 
business May 18, 1961. 


A. A. Finnell, Secretar 
April 17, 1961 





Rockwell-Standard serves: 
Transportation * Construction 
Agriculture * Petroleum 
Public Utilities * General 
Industry and Government 


Rockwell-Standard produces: 
Axles * Transmissions 
Torque Converters 
Leaf and Mechanical Springs 
Bumpers * Cushion Springs 
Brakes * Forgings * Stampings 
Grating * Universal Joints 
Executive Aircraft 
Lighting Standards 
Gas and Liquid Filters 











COLUMBIA PICTURES 
CORPORATION 


Me 
F 


The Board of Directors at 
a meeting held today de- 
clared the regular quarterly 
dividend of $1.061% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable May 15, 
1961, to stockholders of 
record May 1, 1961. 


LEO JAFFE 
First Vice-Pres. & Treas 


New York, April 13, 1961 





CORAOPOLIS. PENNSYLVANIA 


46th Consecutive Dividend— 
The Board of Directors of Indiana General 
Corporation, at a meeting held April 13, 
1961, declared a quarterly dividend of 15 
cents per share, payable on June 12, 
1961, to shareholders of record as of May 
19, 1961. 

ROBERT F. SMITH, President 
April 13, 1961 


Specialists in Magnetic Materials since 1908 











INDIANA GENERAL 
@ CORPORATION 
Valparaiso, indiana 








announcement is that it may place 
Black & Decker in a position com- 
parable to that of some 20 to 30 years 
ago when portable tools first began to 
receive universal acceptance. Gould 
National Batteries will supply the 
power source in the form of hermeti- 
cally sealed nickel-cadmium batteries. 
While these cost about eight to ten 
times more than conventional dry 
cells, they provide 200 to 300 times 
longer life and can be recharged at 
least 250 times. The possible applica- 
tions could be enormous. Why take a 
postgraduate course in physics or 
science? 

In an even more plebeian field, In- 
ternational Packers (around 20, with 
an indicated 80c dividend) could be a 
most interesting capital gains specu- 
lation. As I’ve pointed out before, the 
company buys and grows meat be- 
low the equator and sells it in the 
Northern Hemisphere, particularly 
Great Britain, which accounts for 
close to half of sales. With 1961 un- 
likely to be again hampered by strikes 
in Argentina and the United King- 
dom, with livestock supplies improv- 
ing in Argentina and the major im- 
pact of a drought in Australia already 
having been felt, this should be a 
markedly better year than 1960, when 
earnings were $1.48 per share. I can 
visualize profits returning to the 1959 
level of $3.11 per share, which would 
include domestic profits of about $1.30 
per share. International Packers does 
a big canned meat business in the U.S.. 
supplying Armour, Libby-McNeil and 
Swift. In fact, IP is said to be the 
largest meat canner in the world. 

The Federal Communications Com- 
mission has just announced its de- 
cision to allow stereophonic broad- 
casting of FM beginning June 1. This 
will be like free stereo and should 
provide a big stimulus to sales of 
FM radio sets, stereo phonographs 
and adapters (which is bullish on 
parts makers and retailers). With 
Zenith Radio Corp. a major factor in 
both the FM set and stereo phono- 
graph field (Motorola probably is No. 
One in the latter), this is added sup- 
port to my previously expressed be- 
lief that Zenith could be a big stock 
in 1961. First-quarter earnings un- 
doubtedly will be below the year- 
ago level, but the decline may be less 

(CONTINUED ON PAGE 60) 
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IF YOUR INVESTMENT FUND IS $8000 OR MORE... 


NOW YOU CAN HAVE PRIVATE PROFESSIONAL 
INVESTMENT MANAGEMENT FOR THE PRICE 
OF ADVISORY SERVICE ALONE! 


Complete “Buy”,“Sell”,“Hold” instructions are given directly 
to your broker... Yet only you can touch your money! 


Never again need you worry about mak- 
ing decisions! Now, for the cost of a good 
advisory service alone, you can put the 
problem of managing your investments 
squarely on the shoulders of a professional 
Investment Manager, just as the million- 
aires do 

Free yourself from the doubts and fears 
of the average investor who handles his 
own money. Free yourself from the emo- 
tional strain that often causes people to 
buy and sell at the wrong time. Free your- 
self of the urge to follow the “hot tips” of 
well-meaning friends. Free yourself of the 
responsibility to follow the earnings, divi- 
dend rates and cash flow of the com- 
panies in which you own stock. 

Now for the first time, you can enjoy 
the peace of mind that goes with the free- 
dom from making decisions 

Now, like the man of great wealth, you 
can follow the same steps that, with rea- 
sonable safety and prudence, have brought 
good income and capital appreciation to 
those who have a time-tested plan and 
use it consistently. Even more important, 
you can start a long term investment pro- 
gram which in the past has proven highly 
successful 

If this is your goal as an investor 
this message is for you. 

There are an amazing number of in- 
vestors who are headed for continued frus- 
trations in what their hard-earned money 
will do for them. Some wake up with a 
start to find that time is rolling along 
faster than they realized . . . yet capital is 
accumulating slower than they hoped for. 

The worst of it is, the problem may not 
be their fault at all! 

These people are intelligent. They read 
the proper financial journals. They have 
good brokers. The brokers supply them 
with unlimited information and free ad- 
vice regarding any number of securities. 





HOW MONEY GROWS MORE 
FOR SOME PEOPLE! 


If one assumes there is some science to 
making money in investments, then if you 
are not already wealthy, but would like 
to be, the thing to do might be to see who 
has made money and how they made it. 
If there is some principle involved in suc- 
cess in investments, and if the same prin- 
ciple has worked for almost everyone who 
has used it over a period of years . . . then 
the chances are favorable for you if you 
also apply this principle! 











But — 

When some of these good people look 
back over several years of investing, they 
are disappointed with the mediocrity of 
their progress. 

If you sometimes feel the same way, an 
answer to that problem may be more 
readily available than you think! 


PERSONAL SECURITIES 
MANAGEMENT FOR 
SMALLER ACCOUNTS 

If you are one of the large group of in- 
vestors with holdings of from $8,000 to 
$50,000, and if you have been doing some 
bedrock thinking about your future finan- 
cial security, these true stories may be of 
interest — 

Mrs. Clara Simmons is a widowed, 
middle-aged, salaried employee in Cali- 
fornia. In the fall of 1954, Mrs. Simmons’ 
funds available for investment totaled 
$10,000. At that time, Mrs. Simmons’ se- 
curities account (#W-006) began its his- 
tory in a unique securities management 
program. The program was tailored espe- 
cially for people of nominal means who 
needed to make a steady 6% spendable 
withdrawal from their securities accounts 
to supplement their income. In addition, 
Mrs. Simmons hoped her capital would 
increase faster than the shrinkage in the 
purchasing power of the dollar. 


WHAT HAPPENED? 


In Mrs. Clara Simmons’ first five-year 
participation in this plan, she made a reg- 
ular withdrawal of $50 every month. ( This 
is equivalent to 6% a year on her starting 
capital.) In addition to these withdrawals, 
during that same five-year period, Mrs. 
Simmons’ $10,000 capital grew to $13,091. 

Robert Easterling, a lumberman in Ore- 
gon had sufficient income for living ex- 
penses. He made no regular withdrawal 
His securities account (#ML-10) was 
managed primarily with the objective of 
building up capital gain. During the same 
five-year period referred to above for Mrs. 
Simmons’ account, Robert Easterling’s in- 
vestment of $32,826 increased to $61,853. 

In the same period of time, Roy An- 
drews of Cleveland (#PW-201) saw his 
securities account grow from $9,881 to 
$14,880. Henry Saunders, Baltimore, 
(#HR-153) grew from $9,680 to $17,115. 
Harold Rankin’s account (#HG-05) in- 
creased from $10,000 to $15,755. Frank 
Norton’s account (#HR-284) increased 
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MANAGER MILLS: 


+++. answer to a serious problem 


from $14,245 to $32,176 

Henry Dirkson, retired, living in Missis- 
sippi (*#ML-2-905) withdrew $300 each 
month (5.6% a year). His account began 
in the plan with $63,990. In the same five- 
year period discussed above, Mr. Dirkson 
withdrew $18,300. In addition to thes« 
withdrawals, his account increased to 
$107,746 

(For reasons of privacy, names, of 


course, are changed. Results are factual 


WERE THE RESULTS BETTER 
THAN AVERAGE? 


The accounts described above show an 
average increase of 71.4% (from capital 
appreciation and dividends) for the five- 
year period discussed. Mills considers 
these results are typical of the dollar ap- 
preciation shown by Mills’ clients. As 
closely as he can compute it, the average 
increase for all accounts managed by Mills’ 
firm showed a growth of 80.1% for the 
same period 

Admittedly those years were better than 
average in the market. Sometimes a poor 
performance year is experienced 1960 
for example. During that year the Dow- 
Jones Industrial Average declined 63 
points. Some good stocks were down 25% 
to 40%. Some Mills-managed accounts lost 
a little ground, some made nominal gains. 
In total the average of Mills accounts fared 
more than twice as well as the Dow aver- 
age. And the important point is that these 
accounts were still in a sound position in 
relation to the market as a whole. 


WHAT IS THIS PLAN? 
WHERE IS IT AVAILABLE? 


Author of this unique plan that offers 
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investors with smaller and medium-size 
funds this professional securities manage- 
ment service is Mansfield Mills of La Jolla, 
California. Mills has been an investment 
adviser since 1938. 

Some years ago, Mills was head of an 
organization that published one of the 
larger financial advisory services from of- 
fices in New York. It was highly successful. 

However, as time went on, it became 
more apparent to Mills that it was not 
lack of information that was the problem 
of many an intelligent investor with a 
small to medium-size account. On the con- 
trary, such an investor was too often con- 
fronted with an almost hopeless abundance 
of information from reliable and well- 
meaning financial services and brokers 
Often-times this wealth of information cre- 
ated confusion rather than help. 

Mills determined to do something about 
this situation. He decided to make avail- 
able to investors of nominal means the 
same type of private securities manage- 
ment that was previously available pri- 
marily to wealthy people. As one person 
told another and the word spread, the 
Mansfeld Mills, Inc. management plan 
grew to where Mills now serves clients in 
almost every state and several countries 
abroad, 


WHY THE PLAN SUCCEEDED 


As in most professions, law, medicine, 
architecture or investment management, 
the foundation of success is that key exec- 
utive talent does the primary part of the 
job personally! 

A decade ago an executive on the Mills 
staff, Paul A. Benitz (now Vice President 
of Mansfield Mills Inc.) codified some pol- 
icies that were then thought to fit the long 
range probabilities of investing for capital 
gain in stocks in the years ahead. ( Benitz 
is a mathematician by training, educated 
at Notre Dame, Stanford and Columbia. ) 

In early 1950 Benitz established a Pilot 
Account. The Pilot Account was not a the- 
oretical account. It was an actual account. 
It was operated for the purpose of making 
money ... plus the hope of demonstrating 
what might be accomplished even with 
small funds, if they were managed agres- 
sively with the objective of capital appre- 
ciation. 


WHAT WERE THE RESULTS? 

A Certified Public Accountant’s Audit 
shows the Pilot Account increased from 
$6,705.64 to $57,824.78 in the decade of 
the 1950’s ending December 31, 1959. 
(See chart.) 

Mills is quick to state that the record of 
the Pilot Account is not a reflection of 
what has been accomplished for clients. 
It is not an indication of what can be done 
in the Pilot Account or any other account 
in the future. 

It is just a factual reflection of some 
good fortune as well as good management 
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for one account, managed aggressively, 
during an over-all favorable market dec- 
ade. 

The best way for anyone to draw his 
own conclusions about both the limitations 
and the merits of the Mills plan is to call 
at Mills’ offices in La Jolla and personally 
examine the records of any number of ac- 
counts he or she might wish to review. 
Mills invites such visits. 


TEN-YEAR HISTORY OF MILLS 
PILOT ACCOUNT AS COMPARED 
TO DOW - JONES INDUSTRIALS 
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Solid line shows of $1,000 actually 


progress 

invested in Mills Pilot Account for the ten- 

year Period. 

---- Dotted fine shows progress of $1,000 if it had 
been invested in the Dow-Jones Industrials for 
the same ten-year period. 


WILL THE SAME POLICIES WORK 
AS WELL IN THE DECADE AHEAD? 
Frankly, Mills does not think they will! 
The decade of the 1950’s was a gener- 
ally favorable market period. Almost any- 
one who bought and held 
number of stocks of well-known, good 


a reasonable 


quality American corporations should have 
accomplished good appreciation during 
the 1950’s. But — 

From now on investors are going to 
have to work harder for profits! 

As was the case for those other condi- 
tions beginning about a decade ago, Mills 
and his staff have codified a set of policies 
they believe will meet the tougher invest- 
ment conditions of the years ahead. 

As Mills expresses it: “Actually, I think 
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as much money can be made in stocks in 
the 1960’s as was made in the previous 
ten years. BUT, I think it is going to be 
made more by using the successful busi- 
nessman’s basic policy of bearing down 
hard on working money out of ‘inventory 
(stocks) that do not do well . . . and con- 
tinuously taking steps to keep a high pro- 
portion of funds employed in those feu 
stocks which do much better than average 
at different times.” 


HOW ACCOUNTS ARE MANAGED 


The stocks and cash of each Mills client 
remain in the custody of the client’s own 
broker. The client uses any New York 
Stock Exchange member firm he prefers. 
(Mills does suggest brokers, upon request, 
and will make all arrangements for clients 
who wish him to.) To place his account in 
the Mills management plan, a new client 
merely gives his broker a form that desig- 
nates Mills as his limited power agent. 
This arrangement permits Mills to give 
buy and sell orders for the client’s ac- 
count. It does not permit Mills to with- 
draw funds or securities from the client's 
account. Only the client has that right. 


GROUP MANAGEMENT 
PROMOTES EFFICIENCIES 


Under Mills management, each client’s 
account is always independent of every 
other client’s account. There is no co- 
mingling of funds or securities. But, the 
position in each new account is gradually 
coordinated with others in a group of sev- 
eral accounts. After that, similar manage- 
ment decisions can be made for the group 
as a unit. 

You probably see some of the advan- 
tages. Although individual accounts in the 
group may be comparatively small, the 
total group funds are substantial. They 
justify the careful supervision and _ thor- 
ough attention that a professional invest- 
ment management team can give to a 
large account. 

Another unique feature of the Mills 
Group Management Plan is that it saves 
clients the % or \ point extra cost of the 
odd-lot premium when it is advisable to 
buy less than 100 shares of stock to give 
the smaller accounts concentrated diversi- 
fication in high priced stocks. 


SAFETY FACTORS FOR 
CLIENT’S PROTECTION 


The Mills plan offers several protection 
features. No contract is required. Clients 
may cancel at any time ... they are not 
committed to any time period. The client 
knows exactly what Mills is doing in his 
account at all times because the client 
receives a confirmation slip immediately 
from his broker each time a_ stock is 
bought or sold. 


WHAT IT COSTS 


Mills bases management fees on the 
size of each account. If an account 
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amounts to $10,000 (in net equity value 
of stock or cash or both) the fee is $50 
for three months, or $200 a year. If the 
account is $20,000, the fee is $100 for 
three months, and so on. The minimum 
fee per quarter is $50. For accounts above 
$50,000, the fee is lower. All fees are fully 
deductible expenses for income tax pur- 
poses. 

As one man summarized it, in referring 
to Mills service and management fees he 
charges: “All the Mills plan has to do for 
me is 2% a year better than I can do for 
myself. The peace of mind it gives me is 
a bonus.” 

And, as William Peter Hamilton, an 
early editor of the Wall Street Journal, 
once remarked: “In investment, as in 
everything else in life, in the long run, 
the professional will win oftener than the 
amateur.” 








HELPING SOLVE PROBLEMS 
LIKE THIS IS OUR BUSINESS 


Anthony Bennett of Washington, D.C., 
purchased seven securities between 1946 
and 1953. They cost him $19,977. By De- 
cember, 1954, these seven securities had 
shrunk in value to $13,375. As Mr. Ben- 
nett expressed it: “I sort of fell in love 
with the stocks I bought and held on to 
them longer than I should.” 

After management began, all seven of 
Mr. Bennett’s stocks were sold. The net 
realized was $15,019. 

During the first two years of manage- 
ment, we bought, then later sold, eight 
stocks for Mr. Bennett. The net capital 
loss from these eight was $289. Seven 
other stocks were bought for Mr. Bennett 
and were held in his account at the end of 
his first two years of management. The 
seven showed a gain which totaled $6,268. 

In the first two years of using a policy 
of selling the poor-acting stocks and hold- 
ing the stocks making gains, Anthony Ben- 
nett’s account increased in value from 
$13,375 to $21,707. In other words, Mr. 
Bennett saw his $6,602 loss position turn 
into a profit. Had his original seven stocks 
been held to the end of the same two year 
period, their total value would have been 
only $14,825. 

We do not mean that Mr. Bennett could 
not have accomplished as good or better 
results himself, if he had taken the time 
to face his problem squarely and then had 
taken constructive steps to solve it. I think 
you also can solve a similar problem ( if 
you ever have one) if you really make up 
your mind to whip it. However, helping 
solve problems like that is our business. 
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I) MILLS, INC. 


Dept. F-19, 8008-10 Jenner Street 
LA JOLLA, CALIFORNIA 
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A PERSONAL MESSAGE TO YOU... 


from MANSFIELD MILLS 


Of course, I do not know what your personal financial goals are for your future. But, 
I do know they are important to you. For years it has given me gratification to help an 
increasing number of clients become more comfortable financially. 

I am not a broker. I have no commissions to earn from activity in your account. 
I have no mutual funds to sell; no subscription service to promote. My staff and I manage 
investment accounts for people who have thoroughly investigated our plan, liked what 
they saw, and who want us to manage their investments by the same basic plan we use in 
management of our own funds. 

We do not have a perfect answer to investing. Never expect to have. Many years 
of experience give us great humility in respect to the problems involved in accomplish- 
ing important investment progress. But — 

Long ago this Plan passed the horse and buggy stage. It is a proven thing. We and 
clients who have participated in this program for several years have eaten the pudding 
It works . . . and it pays! 


NOW THE IMPORTANT POINT TO YOU! 

All investment programs start out even, today, or any other day! 

Each of your investment dollars which you had a year ago, two years ago, or five 
years ago, was worth exactly the same as everyone else’s investment dollar at that time 
If, since then, you are satisfied with your progress — stick with your plan. You do not 
need us or anyone else! But, if time does seem to be slipping along faster than you 
realized, yet your capital is increasing slower than you hoped for, perhaps we can 
help you. 

If you think you might like to shift from your shoulders the task of constantly 
studying and sorting out facts and making decisions — if you think you would enjoy put- 
ting the whole job squarely on the shoulders of a professional investment manager — 
and let him manage your securities by the same principles he uses in managing his own 
money — then fill out and mail the coupon or send us your name and address. 

You and I both know, no honest man can make any promises of what can be 
accomplished in the years ahead. And, we make no promises to you. But, it is conceiv- 
able that your return of the coupon might put you in a position to enjoy more peace of 
mind, more safety and more comfortable future financial security than you ever thought 
possible. 


f | Mansfield Mills 


P.S. I want to make it clear — your use of the coupon commits you to nothing. It costs 
you nothing. No money is to be sent. It simply states you would like the explana- 
tory booklet and that you wish to seriously consider whether or not you want to 
participate in this Plan which a number of people are using with the objective of 
making their future financial security more comfortable and secure. 


Sincerely yours, 


THIS COUPON BRINGS YOU “RETIREMENT SECURITY PROGRAM” 


MANSFIELD MILLS, INC. « Securities Management+ Dept. F-19, 
8008-10 Jenner St. * La Jolla, Calif, 

Please send me my complimentary copy of the explanatory booklet “Retirement 
Security Program.” 


This is NOT a commitment. It implies no obligation on my part other than that 
I want to seriously consider whether or not this program fits in with my plans. 


CONFIDENTIAL INFORMATION 
© I depend upon my securities for some income as well as capital gains. 


() Capital gains is my main objective. My securities fund, including stocks and cash, 
amounts to about $ 


NAME 





ADDRESS 








CITY ZONE STATE 
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Elementary 
my dear Watson! 


To Sherlock Holmes it was, anyway. 


The facts always seemed to point 
toward one conclusion — more often 


than not the right one. 


For Dr. Watson though, it was never 
quite so simple. In fact, the same set of 


facts could leave him utterly confused. 


And that’s how it works in our busi- 


ness, too. 


Give some investors the facts about 
any given company or security and they 
reach their own conclusions in no time. 

Give other people the same set of 
facts and they seem to find themselves 
in Dr. Watson's customary quandary. 

Where do we come in? 

Well, 
we're happy to supply all the facts we 
can on any industry, company, or stock 


for Holmes-type investors, 


they care to look into—just the facts 
and nothing else. 


But if you’re a Dr. Watson type, we'll 
be glad to tell you just how we think 
those facts add up in terms of your par- 
ticular situation — just what conclu- 
sion we think you should reach in re- 


gard to your own investments, 


Our batting average may not be as 
good as Holmes’ was, but you don’t 
have to travel all the way to Baker 
Street either. 


All the help we can give you of 


either kind is yours for the asking, at— 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATE O 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 PINE STREET, NEW YORK 5, N. Y. 
142 offices in U. S., Canada and abroad 





BMARKET COMMENT 


by L. O. HOOPER 


What Price Growth? 


THIS WILL BE an unpopular column. 
It will say things some owners of 
stocks would like to leave unsaid. It 
will be out of tune with the stock 
market. For a time, the reasoning in 
it may appear to be dead wrong. In- 
deed, those who read this column, and 
act on the inferences it will draw, may 
rise up and call the writer cursed; 
they may sell some stocks at prices 
below their eventual highs. 

Many stocks are selling at prices all 
out of line with logical value. Some 
of them are essentially “good” stocks 
in “good” companies. The criticism is 
not of the stocks, or of the companies; 
it is of the prices at which these 
stocks are selling. 

Haloid Xerox (107) is a splendid 
company with an assured future 
growth; but it is not worth 160 times 
earnings. American Hospital Supply 
(103) was a fair value at under 50; 
but earnings are not high enough at 
something over $2 a share, nor is 
growth fast enough, to justify a price 
of 50 times earnings. 

Of course, neither stock will go 
down unless the sellers are more eager 
than the buyers. But the fact that 
these stocks, and many others, con- 
tinue to go up does not make it 
prudent to put money into them at 
current quotations. How did these, 
and other, stocks get this way? What 
makes them sell at such high prices? 
There are many reasons and one of 
them is just sheer momentum. For 
years many investors have made 
spectacular profits in “growth” stocks, 
and everyone wants to get in on the 
act. Unconsciously, buyers of securi- 
ties have been thinking that a growth 
stock in the abstract is a good thing 
to own, and gradually (because arith- 
metic has not counted) they have 
begun to ignore the mathematics of 
investments. In a broad way, price 
earnings ratios either are being ig- 
nored, or laughed off, or justified by 
wishful and specious reasoning. 

Some of this reasoning of justifica- 
tion needs to be examined closely. 
The first step in it is to project per 
share earnings three to ten years in 
advance, often on the basis of ex- 
trapolations based on the increase in 
earnings in past years. For example, 
if a company earned 25 cents a share 
in 1956, 50c in 1957, $1 in 1958, $2 in 
1959 and $4 in 1960, it may be ex- 
trapolated that it will earn $8 in 1961, 
$16 in 1962, $32 in 1963 and $64 in 
1964. Earnings here are increasing at 
the rate of 100°, per annum com- 


pounded, an 
treme case. 

Usually, the per 
cent of increase 
compounded sel- 
dom is estimated 
at more than 25°, 
or 30%, but even 
10% or 7% is not too bad. In the 
case of a 10° increase compounded, 
the company might have earned 25c 
a share in 1956, 2742c in 1957, 30'4c in 
1958, 33.3c in 1959 and 36.6c in 1960; 
and it would earn 40'%4c in 1961, 44.3c 
in 1962, 48.7c in 1963 and 534ec in 1964 

Of course, the trouble with this 
reasoning is that you can’t depend on 
the extrapolation. These growth com- 
panies have a way of growing faster 
some years than others; normally they 
grow slower (percentagewise) as they 
get bigger. In this era of high tech- 
nology, the difficulties in estimating 
are compounded. A few years ago, 
for instance, all the paper stocks were 
great growth issues, but in recent 
years most of them have not increased 
per share earnings much. 

The big trouble, however, as any 
analyst who has been practicing for 
ten years or more will tell you, is 
that it is almost impossible to estimate 
earnings per share even a year in ad- 
vance, to say nothing of doing it three 
years or five years in advance. The 
whole idea of trying to extrapolate 
per share earnings ahead, except in 
the most unusual cases (such as per- 
haps IBM or some of the electric 
utilities), is a lot of bunk. 

The second step some modern 
stockholders and analysts are taking 
is based partly on the ability to esti- 
mate growth three to ten years in 
advance, as outlined above. But the 
real fallacy in the second step is the 
assumption that one is justified in 
paying now what a stock may be 
worth two, three or ten years from 
now. You establish, for example, in 
your own mind, that Consolidated 
Space Ship (to use a fictitious name) 
will earn $2 a share this year, but that 
three years from now it will be earn- 
ing $16 a share. You reason that it 
may be worth only $30 (15 times 
earnings) on the basis of this year’s 
net, but that it will be worth $250 a 
share in 1964 at 15 times earnings, 
so you are willing now to pay $200 or 
$250 a share for it. The foolish part 
of this, it seems to me, is that you are 
paying now what a stock may be 
worth (if all goes well and there are 

(CONTINUED ON PAGE 61) 
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POSSIBILITY 


How big the coming boom in Machine Tools? 
When is it expected? 
What will it mean for stock market investors? 


A gradual upturn extending well into 1962 is 
visualized for this volatile industry. 

The advance could become explosive if the auto 
makers should accelerate certain new engine pro- 
grams or if the upward momentum of the econ- 
omy should tax present productive capacity at 
an early date. (More than half of the machine 
tools now in place are more than 10 years old; if 
business is allowed, by probable new legislation, 
to divert tax dollars into replacement of old ma- 
chine tools, a torrent of new orders could result. ) 

Right now, profits for a number of companies 
in this “sleeping giant” of an industry appear to 
be only in the initial stages of a major rise that 
could persist for 2 or 3 years. 

Value Line’s new Report on the Machine Tool 
Stocks—which you are invited to accept—clearly 
delineates the probable extent of the coming 
boom, providing quantitative estimates of each 
company’s and each stock’s probable participa- 
tion in the new profits. 

Of singular interest are 1 “regular” stock and 
3 “special situations.’ Besides being expected to 
outperform the whole market in the next 12 
months, these 4 stocks appear to have asset 
value floors close to current prices. 3 of them 
sell at less than their net working capital per 
share, while the fourth is possibly the most 
attractive of all because of its paramount posi- 
tion in a new field for machine tools in which 
this company may be on the verge of a spec- 
tacular break-through. 


COMPLIMENTARY 


In conjunction with the Guest Subscription of- 
fered below, we will send you a free copy of 
Value Line’s new 95-page Report on 79 stocks in 
the Machine Tools and two other key industries 
—the Machinery and Investment Trust indus- 
tries. Among the stocks analyzed in detail are: 
Continental Motors 
Dominion Bridge 


Giddings & Lewis 
Monarch Machine Tool 
Stanley Works Foster Wheele 
American Machine & Halliburton 

Foundry Investors Diversified 
Atlas Corp. Services 
Black & Decker Kearney & Trecker 
Outboard Marine Caterpillar Tractor 
Baldwin-Lima-Hamilton Textron, Ine. 
Bliss, E. W. Tri-Continental Corp. 





Brown & Sharpe Mfg. U.S. Industries 
Chicago Pneumatic Tool Torrington Co. 
Cincinnati Milling Machine Alleghany Corp. 

Under this offer, you also will receive—by 
return mail and without charge—Value Line’s 
special report on the Upheaval in Metal Stocks, 
a guide to new opportunities in the world metal 
markets. 

Moreover, in view of what has just taken place 
in the market as a whole, we will send you—also 
free under this Guest Subscription—the new 
Value Line Summary of Advices on 1000 Stocks 
and 50 Special Situations. With this invaluable 
guide, being released this week, you can make 
an immediate check of every leading stock you 
are concerned about as to its probable Market 
Performance in the next 12 months, its Appre- 
ciation Potentiality over the next 3 to 5 years, 
its Quality, and its estimated future Yield. 

And for the special “‘guest” price of only $5 
you will receive (a) the next 4 Weekly Editions 
of the Value Line Survey with full page reports 
on each of 300 additional stocks, (b) a new Spe- 
cial Situation Recommendation, (c) 4 “Espe- 
cially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Best Stocks to Buy and 
Hold Now (weekly), (f) The Value Line Busi- 
ness Forecaster (weekly), (g) “What Mutual 
Funds are Buying and Selling” (weekly), (h) 
“What Company Officers and Directors are Buy- 
ing & Selling” (weekly), (i) Weekly Supple- 
ments, (j) 4 Weekly Summary-Indexes includ- 
ing all changes in Rankings to date of publica- 
tion, and (k) Arnold Bernhard’s new book “The 
Evaluation of Common Stocks” (regular $3.95 
clothbound edition published by Simon & 
Schuster). 

To take advantage of this Special Offer, fill out 
and mail coupon below 


Name 





Address 
City 





State____ 





Send $5 to Dept. FB-176V 
THE VALUE LINE 
INVESTMENT SURVEY 
5 East 44th Street, New York 17, N. Y 

















Uniled Report on 


MICROWAVE STOCKS 
For Your Future 


NVESTORS are hearing more and 

more about the bright future for 
companies engaged in the rapidly 
growing microwave field. Growth of 
this industry has been impressive, and 
UNITED 's staff is confident of further 
growth ahead. 


2 STOCKS TO BUY, 2 TO SELL 


here are hundreds of companies 
active in this dynamic new field. In a 
Special Study, UNITED appraises 
microwave prospects, and singles out 
35 companies in the various segments 
of this industry, including: 
Am Elec Lab Harris-Inter Narda Microw 
Am Tel & Tel Hazeltine Cp Philco Corp 
Bendix Corp Hewlett Pack Polarad Elel 
Cellins Radie Indiana Gen Prem Microwayr 
Cutler-Ham Int Tel & Tel Radiation Inc 
Dynam C Lab fer Elec Radice Coof Am 
Enel-McCull Litten Indus Raytheon Co. 
Electron Spec LeckheedAir Sperry Rand 
Metcom Inc = Texas Instrum 
Gen Prec Es Microwav As arian Assec 
Gen Tel & El Meterelaine Western Unien 
Send for UNITED’s Special Study of 
Microwave Stocks and see which issues 
are recommended for current purchase, 
which advised for profit-taking now. 


YOURS FOR ONLY $1 
(By Airmail $1.25) 


Yes, please send me your Special 
Report on Microwave Stocks and the 
next 4 issues of UNITED’s Weekly 
Reports. Enclosed is $1 in full payment. 
(This offer open to new readers only.) 

FM-23 


Name 
Address___ 
City Zone State 


UNITED BUSINESS SERVICE 


210 Newbury St WZ Boston 16, Mass 
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The Art of Multiplication 


One of the reasons why I am taking 
sort of a jaundiced view of some of 
the things now going on in Wall Street 
is an ingrown habit of using the sim- 
ple arithmetic I learned at grade 
school—especially the art of multi- 
plication. As a family man I use it 
with pleasure when I total up my 
dependents on the tax return; I do it 
less joyfully when I buy theater 
tickets or pay hotel bills. And in 
my capacity as a professional Wall 
Streeter I never seriously consider 
a stock without multiplying a com- 
pany’s outstanding shares by the 
prevailing market price. 

It seemed to me that a lot of stock 
buyers nowadays either have not 
learned this simple art of multiplica- 
tion or are just too complacent to 
apply this valuable technique when 
it comes to investing. It is true that 
multiplying shares times prices can 
spoil all the fun. It is a sobering ex- 
perience at times to realize that the 
market is valuing a corporation at 
untold millions of dollars when you 
know how little in actual assets and 
earnings is supporting it. Although 
this applies especially to some of the 
new stock issues (where compara- 
tively small offerings of 150,000 or 
200,000 shares have met with a greedy 
demand of several times that number, 
thus causing the price to double or 
triple within a matter of weeks or 
days, if not hours), similarly irra- 
tional valuations are not infrequent 
among good-sized and even big com- 
panies whose shares are listed on the 
major stock exchanges. Stock splits, 
those lovely multipliers of value, have 
contributed a great deal to the in- 
vestor’s inability to keep track of 
price developments. How many of 
today’s buyers of Brunswick Corp., 
for instance, remember that this stock 
was split in each of the past four 
years (2-for-1 in 1957, 4-for-3 in 1958, 
3-for-1 in 1959 and 2-for-1 in 1960) 
with the result that 100 shares bought 
in 1956 now represents 1,600(!) 
shares? 

This subject is not and should not 
be of any interest to the trader or 
speculator who is concerned with 
market conditions, with demand and 
supply, rather than basic merits and 
values. This column, while by no 
means averse to speculation, must 
necessarily be based on more funda- 
mental aspects, and the art of multi- 
plication is still being practiced in the 
never-ending effort to find meritori- 
ous investment opportunities. 


STOCK ANALYSIS 









by HEINZ H. BIEL 


I am especially 
intrigued by com- 
panies with a 
small _capitaliza- 
tion doing a large 
volume of busi- 
ness. If, as a result 
of good manage- 
ment, such companies can improve 
their margin of profit, this will result 
in steeply rising earnings per share. 
Armour & Co. (Forses, Nov. 1, 1958), 
doing a $1.7-billion business with only 
5.25 million common shares outstand- 
ing, is a classic example, and the stock 
has done rather well. 

For similar reasons I am attracted 
by Wieboldt Stores (33), operating 
a chain of 11 full-line department 
stores in the Chicago area with six 
of them containing complete super- 
markets. Last year Wieboldt, a fam- 
ily-controlled and profitable mer- 
chandising company dating back to 
1883, acquired Mandel Bros., whose 
State Street store in the Chicago 
Loop had been permitted to deterio- 
rate and had been increasingly in the 
red in recent years—a fact of which 
Wieboldt Stores certainly was not un- 
aware. 

Even allowing for the stock issued 
in the Mandel acquisition, Wieboldt 
now has only about 330,000 common 
shares outstanding—and it is doing 
a sales volume of over $100 million 
a year! Here we come back to simple 
arithmetic: earnings of only a modest 
1% on sales of $100 million would be 
equal to about $2.60 a share, after 
allowing for preferred dividend re- 
quirements of less than $150,000 a 
year. An additional one half of 1% in 
the margin of profit would add $1.50 
a_ share. 

It should not be expected that a 
run-down business like Mandel’s can 
be rebuilt overnight, but the prop- 
erty was bought cheaply, and the tax 
loss carry forward will prove bene- 
ficial. It also may be assumed that 
Wieboldt, whose rejuvenated man- 
agement has already shown improv- 
ing results, did not acquire Mandel’s 
for reasons of charity. Depending on 
general economic conditions, earnings 
of Wieboldt could approach and might 
exceed the $4 a share level within a 
year, with even better results a rea- 
sonable future goal. 

Although the stock is listed on both 
the American and the Midwest Stock 
Exchanges, its market is compara- 
tively narrow. This results not only 
(CONTINUED ON PAGE 62) 
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We Don’t Promise To Make You Rich 


If you want to be told which stock to buy today with assurance that its value will rise in 


any given period of time, we can’t help you. 


Nor can we tell you whether the market will go up or down tomorrow, next month or next 
year. We are in the business of providing factual investment information. 

We publish, every month, a carefully researched and thoroughly objective survey called 
‘AMERICA’S FASTEST GROWING COMPANIES” — a factual report for investors, cover 


ing the nation’s most dynamic companies . 


sistent year-to-year gains in earnings. 


. those enjoying the largest and most con- 


By concentrating on companies which are compounding their earning power and value at 
the highest rates, “AMERICA’S FASTEST GROWING COMPANIES” gives its subscribers 
a wealth of profit-making information. Here's the record: 


PERCENT CHANGE IN MARKET PRICE 





Dow-Jones Industrial Average 
Investment Trust Average 


AMERICA'S FASTEST GROWING COMPANIES 


AFGC Stocks Bought by John S. Herold, Inc. 


In showing you these figures, we DON’T imply 
that all vou need do is copy our portfolio and 
automatically make money. You as an investor 
have your own goals and investment prefer 
ences, which need not necessarily coincide 
with ours. (Subseribers have told us of even 
greater appreciation from some of their own 
selections. } 


All that we rofess to do is to present a com 
pletely dispassionate survey of the earnings’ 
records of the nation’s leading money- 
making companies—148 of them as of this 
month—with comparisons and comments o1 
how the market is valuing the stocks of these 
companies 


REASONABLE GROWTH 
PROSPECTS REVEALED 


The prudent investor can apply this informa 
tion according to his own investment aims 
and come up with reasonable expectations of 
capital growth among certain stocks. 


Investing is a contest of judgment betwee 
buve and selle AFGC. focuses attention o1 
the most important statistical facts relating to 
erowth stocks and measures their relative 
standing on an objective basis. With this ob 
jective data clearly defined, an investor is i 





12 Months 12 Months 3 Months 
to 12-31-59 to 12-31-60 to 3-31-61 
+16% —10% +10% 
+29%, —_ 2% +1 1% 
+32% +32% +-20%, 
+90%, +43%, +30%, 


a better position to investigate other features 
of a company or stock and develop a balanced 
view on its probable value to him. 


HOW AFGC 
HELPS YOU INVEST 


Here is how “AMERICA’S FASTEST GROW 
ING COMPANIES” gives you useful data 


you can apply to your own Investment needs 


e You see the stocks we pick for our 
own portfolio. Our thinking behind 
each transaction is explained. so that 
you may grasp the principle of stock 
selection which we follow 


e You get a useful guide for your 
own stock selections, Background 
data for each AFGC listing includes: 
net income per share for last six years: 
latest interim earnings: average rate 
of growth per year: latest dividend 
and yield: ratio of current price to 
latest profit: comparative market price 
(the relationships of the various stocks 
in terms of potential 1963 profits) 


You follow current developments 
affecting stock values. Each month 
we review in detail current develop 





A GOOD SERVICE 


@ is factual, unbiased and honest 


@ clearly recognizes the fact that the 


@ clearly acknowledges the fact that 


kind of service. 





@ reflects a profitable investment philosophy 
acknowledges the grave risks and potential disappoint 
ments of guessing at the trend of the stock market or the 
future price action of individual stocks. 

market value of a 
stock is determined by its earning power. 

@ holds that the best stocks for price appreciation are thos 
with the best prospects for growth in earning power. 

@ ignores weak or plodding companies and concentrates 
on those with histories of outstanding growth and the 
capacity for continued growth in the future. 


with an outstanding past record will forge ahead in the 
future, but it does contend—and does 
majority of such companies are profitable vehicles for 


“AMERICA’S FASTEST GROWING COMPANIES” is this 


If vou would like 


it to us now 


25 Greenwich Ave. 


every company 


prove—that the 


Name 
investment. 
@ Finally, the publisher of a good service will invest his Street 
money in the philosophy he espouses and report to his 
subscribers frequently and fully on his gains and losses : 
) ; City 
in the market place. 








lf you are a serious investor who does not have to be told what 
stocks to buy or sell, but prefers to make his own decisions on the 
basis of carefully 


to examine 
ING COMPANIES,” 
use it on a 3-month trial basis, with privilege of cancellation and 
full refund, merely complete the attached order form and return 


JOHN S. HEROLD, INC. 


Please start my 3 month trial subscription to 


“AMERICA'S FASTEST GROWING COMPANIES" 
the monthly service which systematically uncovers the leading 
growth companies and keeps subscribers constantly advised on 
their progress and prospects. 


(This trial offer extended to new readers only) 


[] Please send bill for $10.00 


Send payment with your order and we will include free our latest 
Panograph’’—a pictorial presentation of relative standing of the 140-150 
stocks covered in AFGC 


ments and outlook affecting com 
panies listed in AFG 

e New growth stocks are added to 
AFGC as our research uncovers 
them, As the earnings’ record of a 
company meets our exacting standard- 
of profit growth and potential earn 
ings, we add such companies to 
AFGC and give you a complete pro 
fessional analysis of them. 

e Price record of AFGC stocks 
shows you which companies are 
gaining and which are faltering 
in the market. We show the dat 
each stock was first included in the 
service, its price per share at that 
time, the current price, changes in 
price expressed in dollars and per 
centages, with comparable percentage 
change in the Dow-Jones Industrial 
Average. 

e You learn what the “insiders” and 
the funds are doing with stocks 
covered in AFGC, Each month, you 
get a report on the recent transac 
tions in AFGC stocks by company 
officers, directors, large stockholder- 
and various investment trusts. 

e You get a selection of “stocks for 
the bargain hunter.” We illustrate 
in AFGC, those instances where pres 
ent and future potential earning 
power of various companies are mod 
estly valued by the market 


THE CORE OF 
SUCCESSFUL INVESTING 


AMERICA’S FASTEST GROWING COM 
PANIES” goes straight to the core of su 
cessful investing concentrating on the 


progress, prospects and RELATIVE VALUES 


of the nation’s most dynamic companies 
companies which are ably managed, enjoys 


robust markets for their products and are 
compounding their earning power and \ ilue 
at the highest rates 


Over a period of time such companies pro 


vide the richest rewards and the fewest dis 
appointments 








presented facts, “AMERICA’S FASTEST 


GROWING COMPANIES” will be of unusual interest and value 
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review its past record in greater detail and 


- Greenwich, Conn 
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SINCE JANUARY 1960 WE HAVE 
RECOMMENDED ONLY 7 STOCKS" 


Brush Beryllium @ 2 


Philips’ Lamps @ 101% now 163% 
A. C. Nielsen 26 


@ now 62 
Manpower, Inc. @39% sold 51% 
Sanborn Co. @ 53 sold 63 
C-E-I-R 


@ 27 now 65 
Nuclear Materials @ 63 now 70 


Since our recommendation, 3 
stocks have been heavily bought 
by Mutual Funds, and 3 have split. 
During the next year, the REPORT 
again plans to recommend a 
limited number of unique Special 
Situations for anticipated substan- 
tial capital gains. We recommend 
when to buy and when fo sell. 
Many subscribers are brokers. For 
an annual subscription (published 
monthly) including our forthcom- 
ing new recommendations for the 
next 12 months — fill in coupon. 
Send to: 
THE LAZARUS REPORT 

17 East 48th Street, N. Y. 17, N. Y. 
Enter my subscription for one Year. 
Enclosed $20. Bill me. 
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HOW | LICKED 


THE HIGH COST 
OF LIVING 


By a Wall Street Journal 
Subscriber 


High prices and taxes were keeping me 
broke. I simply had to earn more money 
or reduce expenses. 

One day I picked up a copy of The 
Wall Street Journal. In the pages of that 
remarkable newspaper I found immedi- 
ate help. An article on building supplies 
gave me ideas on remodeling my home 
and showed me how to save $900. An- 
other article showed me a profit-making 
opportunity. 

I sent for a Trial Subscription to The 
Journal. I heeded its warnings. I cashed 
in on the ideas it gave me. Now I’m 
really getting ahead. 

This story is typical, The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in seven cities 
from coast to coast. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM 5-1 








INVESTMENT POINTERS 


by J. DONALD GOODWIN 


industry Favorites (Part II) 


THE FOLLOWING continues the industry 
analysis presented in the 
issue. 

Orders for the MACHINE TOOL indus- 
try have been poor for several years. 
Orders from abroad, however, have 
increased in recent months and have 
resulted in substantial new business 
for American companies this year. 
Thus, chances appear good that sales 
and earnings will show moderate 
gains in 1961. Prospects for next year 
also appear quite good in view of the 
anticipated recovery in the nation’s 
economy and the possibility of liber- 
alized depreciation allowances (cur- 
rently being recommended by the 
Kennedy Administration). I continue 
to favor Mesta Machine and National 
Acme, both of which have been rec- 
ommended by this column previously. 

MACHINERY stocks have performed 
rather unimpressively during the 
last few years and, in most cases, are 
selling below the highs reached in 
1958-59. This industry, as well as 
that of machine tools, also has an 
important stake in the new Adminis- 
tration’s plans to liberalize deprecia- 
tion allowances and could be helped 
substantially should the plan be ap- 
proved. My guess is that the plan will 
be approved; in this connection, I con- 
tinue to recommend Food Machinery 
& Chemical, now around 71; Combus- 
tion Engineering, 30; Babcock & Wil- 
cor, now 48, and Link Belt, 55, all 
recommended here previously. Link 
Belt is a fine company with a strong 
balance sheet and small capitalization 
and, I believe, in due time will have 
an excellent recovery, perhaps above 
its 1956 high of around 76-77. Mean- 
while, the indicated annual dividend 
of $2.40 appears secure. 

Draper Corp., traded on the Amer- 
ican Stock Exchange, and a new- 
comer to this column, looks like a 
good medium-priced speculation. The 
company is the leading manufacturer 
of textile looms, producing an esti- 
mated 80° of all such equipment in 
this country. Sales of maintenance 
parts is an important contributor to 
total volume which was around $62 
million last year. Earnings receded 
to a low of 67c a share in 1958 but 
have risen each year since and are 
estimated at around $2.80-$2.85 for 
this year. The company is presently 
acquiring from the Gibbs Sewing 
Machine Co. the patent rights to the 
“Treufus” automatic doffing machine, 
which, when marketed, is expected 
to offer substantial labor savings to 


previous 


the industry. If 

successful, future 

earnings undoubt- 

edly will benefit 

therefrom. Fi- 

nances are strong, 

with current as- 

sets at the end of 

last year amount- 

ing to $31.2 million vs. $8.2 million 

in current liabilities. Capitalization 

consists of just over a million shares 

of common stock. Dividends, which 

have been paid each year since 1897, 

are currently at the rate of 35c 

quarterly. A 25c extra was declared 

in 1960. Recent price, 32. 
MERCHANDISING stocks 

formed _ splendidly 

months and could 

higher with the 

Nonetheless, I 


have 
during 
move 


per- 
recent 
somewhat 
general market 
suggest caution in 
making new purchases around re- 
cent highs. Indeed, I would consider 
it prudent for those readers who pur- 
chased Korvette, recommended here 
at 27 last November and now selling 
close to 60, to accept partial profits at 
this time. 

If the reinvestment of funds is de- 
sired, RCA, now selling around 60, 
could be an excellent switch. The 
fact that Zenith Radio is entering the 
color television ‘field this fall will, I 
am sure, generate much public en- 
thusiasm and will result in the 
“breakthrough” of color TV that has 
long been anticipated. Up until now, 
RCA has “pioneered” alone in color 
and has spent vast sums in this direc- 
tion. The introduction of another 
entry in the field should enable the 
industry “to come into its own.” In 
addition to its electronic and com- 
munications business, RCA is becom- 
ing quite prominent in the field of 
computers which should be an im- 
portant contributor to future earn- 
ings. Its present price compares with 
a high of 78 reached early in 1960 and 
appears quite attractive for sizable 
long-term appreciation—and, in my 
opinion, an ultimate stock split. Inci- 
dentally, it is interesting to note that 
RCA has not been split since 1929. 

Min1nc & METALS stocks have been 
laggard for quite some while. How- 
ever, I believe that stocks falling into 
these groups have generally dis- 
counted the worst and that gradual 
improvement lies ahead. Indeed, the 
majority of these stocks already ap- 
pear to have formed bases and appear 
to have “started up.” Among the 

(CONTINUED ON PAGE 63) 
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HOW MUCH HIGHER CAN 


ELECTRONIC STOCKS G0? 


This is the question we are asked most frequently by investors today. Our answer is, “That depends on 
what you mean by electronic stocks.” Some stocks in certain areas are definitely overvalued and should 
be sold. A number of these are listed below. Other stocks, in dynamic new areas, are, we believe, just 
beginning to climb. We have selected 5 of these issues in our new 3-Part Special Report, described below 
.. yours for just $1.00 on our Special Introductory Offer. 


HE seemingly “impossible” performances of many science and 

electronic stocks over the past three years has amazed and con- 
founded a majority of investors and experts alike. What could possibly 
cause a host of well-known stocks—already selling at “ridiculously 
high” price-earnings ratios—to go right on rising? 


Beckman Instrument has advanced from 36 to 134 to sell at 54 
times earnings... Texas Instruments has climbed from 30 to 196 
to sell at 50 times earnings ...1.B.M. rose from 234 to 694 to sell 
at 75 times earnings...Polaroid, from 30 to 196, to sell at 82 
times earnings. 


And what factors are behind the scores of little-known stocks which 
seem to have come out of “nowhere” to stage spectacular surges? 


Itek, from 42 to 82...High Voitage Eng., from 17% to 225... 
lonics, from 14 to 55...Farrington, from 1% to 5742...Cenco, 
from 62 to 78. 


Speculative “Binge’’...or 
Great Profit Opportunity? 


There is no denying the recent air of “over speculation” that has 
surrounded the science and electronics issues. Very probably, human 
nature being what it is, some of the excesses will continue, and some 
investors will, unfortunately, be hurt. 

Nevertheless, great profit opportunities do exist, and will continue to 
develop in carefully timed purchases of stocks with important product 
developments, fast-expanding markets and rising earnings trends. 


It is just such factors that were responsible for the rises in all of 
the stock examples above. And we believe that alert investors will 
continue to be rewarded with gains in these kinds of stocks... without 
resorting to uninformed speculation. 






WHAT MOST INVESTORS DON’T 
KNOW ABOUT ELECTRONIC STOCKS 


Electronics is not one homogeneous industry that moves as a group. 
It is a collection of many dynamic types of “new science” fields... 
some now much more promising than others. 


These fields range from companies who make components, or the 
“building blocks” of electronics...to companies who use these com- 
ponents on new scientific frontiers to bring about “miracles” like 
translating languages, purifying brackish water; measuring brain 
waves; “instant cleaning”; or putting a space vehicle in orbit. 


Some of these new product developments are so significant and 
potentially so profitable—the growth outlook for the companies in- 
volved is breathtaking. Certain well-known companies, for example, 
are actually compounding earnings every year. And many small, little- 
known companies are being transformed into million-dollar cor- 
porations. 


Therefore, just as we think it would be a mistake to buy temporarily 
overvalued science and electronic stocks, so too do we think (as has 
been forcefully demonstrated during the past 3 years) it is a mistake to 
avoid those stocks which are just on the threshold of dynamic growth. 


YOUR INVESTMENT STRATEGY 
NOW IN ELECTRONIC STOCKS 


The electronic industry is huge. In fact, it represents a combination of 
many industries—each of which can provide explosive growth in many 
scientific areas. Therefore, we believe the most practical move you can 
make is to subscribe to the Science & Electronics Investment Letter, 
which keeps you continuously posted on new developments, and gives 
specific buy-and-sell advice on these stocks. A trial subscription to 
this unique investment advisory service is available on our Special 
Introductory Offer. 





GET OUR LATEST EVALUATION ON 178 LEADING ELECTRONIC STOCKS 


Acme Elec. 


Acoustica Assoc. 


Admiral Corp. 
Advance Indus. 
Aerojet-General 
Aerovox Corp. 
Air Products 
Allied Control 
Altamil 

AMP Incorp. 
American Bosch 
American Elec. 
Ampex Corp. 
Amphenol-Borg 
Anken Chem. 
Assembly Prods 
Audio Devices 


Beckman Instru. 


Bell & Howell 
Birteher 
Bogue 
Burndy Corp. 


Burroughs Corp. 


Carwin 

Cenco instru. 
Clarostat Mfg. 
Clevite Corp. 
Cohu Elec. 
Collins Radio 
Cons. Elec. Ind 
Controls Co. 
Control Data 
Cook Electric 
Craig Systems 


Dymo Indus. 
Dynamics Corp. 


Eastern Indus. 
Edgarton G. & G 


Eitel-MeCullough 


Elect. Accounting 
Elec. Assistance 
Electronic Asso. 
Elect. Commun. 


Electr. & Missile F. 


Electronic Resch. 
Electronic Spec. 


Electr. Corp. of Am. 


Electro-Instru. 
Electro Refrac. 
Electro-Voice 

Emerson Elec. 


Farrington Mfg. 
Federal Pacific 
Foxboro. Co. 
FXR 


S- L Electr. 
Gen. Dynamics 
Gen. Electric 
Gen. Instru. 
Gen. Prec. Eq. 
Gen. Tel, & Tel. 


ertsch 
Giannini \ eeneees 
Glass-Tit 
Gremmen. 
Gulton Ind, 
Haloid Xerox 
Harmon- Kardon 


Hoffman Electr. 
Hofman Labs 


Indiana General 
Infrared Indus. 
int. Bus. Mach. 
Intern. Rectifier 
Intern. Resist. 


intern. Tel. & Tel. 


Interstate Eng. 
tonics 

tek 

Jefferson Elec. 
Kennedy (0. S.) 
Lab. For Electr. 


Lear Ine. 
Leeds & Northrup 


Magnavox Co. 
Magnetics Inc. 
Mallory (P. R.) 
Manning, Maxwell 
Maxson Elec. 
McDonnell Airc. 
Microwave Asso. 
Midwestern instru. 
Miniature Prec. 
Minn.- Honey. 
Moog -Servocontrols 
Motorola Inc. 
Muter Company 


Narda Micro. 
Natl. Cash Reg. 
National Co. 

a Hamp. B. B. 


Packard-Bell 
Pall Corp. 
Perkin-Elmer 
Philco Corp. 
Philips Lamp 
Polarad Elec 
Polaroid 


Radiation Ine. 
RCA 


Radio Shack 


Royal McBee 
Sanborn Co. 


Sanders Assoc. 
Sangamo Elec. 
Servomechanisms 


Square D Co. 
Standard Kollsman 
Statham instru. 
Systron- Donner 
Taylor Fibre 
Taylor Instru. 
Technical Opera. 
Technology inst. 
Tel-Autograph 
Telecomput. Corp. 
Texas instru. 
Thompson-Ramo-W 
Tracerlab, Inc. 
Transitron El. 
Tung-Sol Elec. 


Varian Asso. 


Western Union 
Aveo Corp. Cubic Corp. Emerson Radio Hathaway Instr. Leesona 0. Amer. Av. Siegler Corp. Westingh. Elec 
Avnet Cutler-Hammer Epsco Ine, Haveg Ling Temco Northrop Corp. Sonotone Co. Vardney El 
. . Erie Resistor Hazeltine Liquidometer Nuclear-Chicago Speer Carbon va ney Elec. 
Baird Atomic Data Control Ets, Hokin Hewitt Robins Litton Indus. Oak Mf Sperry Rand uba Cons. 
Barnes Eng. Daystrom Inc. Hewlett-Packard Loral Elec. i Sow Sprague Elec. Zenith Radio 
Barry Wright Digitronics Fairchild Cam. High Voltage Eng Lytle Corp. Pacific Mercury El. Sprague Eng. Zero Mfg. 





New 3-Part Special Report Selects 
5 Stocks for Large ’61 Gains 


SPECIAL INTRODUCTORY OFFER 


You may have a copy of each of these Reports, plus 2 issues 
of our new bi-weekly SCIENCE & ELECTRONICS INVESTMENT 


Of the more than 800 science and electronics issues we cover, there 
are 5 which we believe every investor interested in large profits would 
know about at once. You will find our recommendations in our new 
3- pony Report, as follows: 

1. “2 ‘Advanced Science’ Stocks Most Likely to be Industry Giants 

of a Future” 

2. “3 Little-Known ‘Genius’ Stocks for Dynamic Gains” 

3. “Master Guide io Profits in 178 Leading Electronic Stocks” with 
capsule descriptions, sales, earnings, dividends, profit margins, capital- 
izations, highs and lows on each issue. 





SPECIAL BONUS...our big “HANDBOOK OF THE SCIENCE 
& ELECTRONICS INDUSTRY”, covering 16 different fields. What is 
being done; problems sy worked on; progress to date; outlook 
for the future and leadi ived in each field. Now 
yours with the 3 Reports “above, with a 3-month trial subscription 
at reduced rate at the right. 
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LETTER—for just $1. Just mail the coupon TODAY. 


~ Science & Electronics !""ux"" 


Published by SPEAR & STAFF INC., BABSON PARK, MASS. 
Here is my $1. Please nae 
send me the 3 Reports 

plus 2 issues of the bi- Name 

weekly ScIENCE & ELEc- 

TRONICS LETTER. 

(C0 I prefer a 3-month trial Street 

subscription at the reduced 

rate of $25. (Regular rate 

$30.) Send me the 3 Re- City ° Zone State 
ports and, as a special 
bonus, your HANDBOOK OF 
THE SCIENCE & ELEc- 
TRONICS INDUSTRIES. 


These offers open to new readers only 


MAIL COUPON TODAY! 








CURRENT RATE 
ON INSURED SAVINGS 


Ain 
PER ANNUM 


Earnings paid or compounded quarterly 
Southern C Jalifornia’ 's oldest, 
one of the nation's argest savings 
and loan associations 

— ° 


In 76 years this trustworthy 
institution has never missed a divi- 
dend nor closed its doors on a 
business day 

Its savings accounts are held by 
investors throughout the United 
States, and are exempt from per- 
sonal property tax in California. 

Each account is insured to 
$10,000 by Federal Savings and 
Loan Insurance Corporation. A 
number of accounts may be ar- 
ranged to provide insurance pro- 
tection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received by the tenth of 
any month earn from the first of 


that month. 


Assets Over 170 Million Dollars 


iF 


Convenient postage-free mail service 
SEND COUPON FOR FULL INFORMATION 
P.O. Box F-2592, San Diego 12, California 


—— 


Address _ 
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TECHNICAL PERSPECTIVE 


by JOHN W. SCHULZ* 


Technical Premises 


THE Securities & Exchange Commis- 
sion proposes to adopt a new rule 
that would declare certain advertising 
practices of investment advisers to be 
“fraudulent or deceptive.” The rule 
refers specifically to advertisements 
offering “any graph, chart, formula, 
method system or other device” as a 
basis for making speculative or in- 
vestment decisions. 

The rule seems intended to embrace 
all tools and concepts of 
known broadly as 
market analysis.” 


what is 

“technical stock 
Thus, it in effect 
makes a blanket connection between 
the words “fraudulent” and “decep- 
tive” and the practices of one of the 
two principal branches of stock mar- 
ket analysis. In the circumstances, I 
thought I should summarize for the 
reader the logical basis of the tech- 
nical approach, along with its 
tations and difficulties.” as I see them 

Technical analysis is the attempt 
to make some sense of stock price 
movements in terms of changing sup- 
ply-demand relationships rather than 
in terms of the underlying 
that motivate these changes. 
derlying factors, earnings 
trends, book values, business and poli- 
tical conditions, are what “fundamen- 
tal” analysis works with to appraise 
stock prices as cheap or dear on cur- 
rent and prospective intrinsic values. 

It may at first seem frivolous to 
concentrate attention on effects (price 
movement) first, and only secondarily, 
or perhaps not at all, on causes (fun- 
damentals). Actually, however, that is 
a very conventional technique in other 
fields; it’s normal to diagnose a com- 
mon cold by its symptoms although, 
I believe, no one yet knows its funda- 
mental cause. But in examining price 
movements, we are in fact dealing 
with causes, namely, with the changes 
in supply-demand relationships that 
make prices fluctuate. We simply say 
that these changes are more immedi- 
ately active as causes than the funda- 
mental motivations: they are also 
more immediately useful in analysis 
because information about price 
movements and related data is, as a 
rule, more promptly, freely and fully 
available than information about 
fundamentals, and at more frequent 
intervals. 

We can also argue that 
demand changes are very 
things to analyze. They 
huge body of information, 
which can escape the 
analyst or may 


“limi- 


factors 
The un- 


such as 


supply- 
realistic 
reflect a 
much of 
fundamental 
exceed his under- 


standing plus the 
intangible mass 
psychology that is 
ever-present in 
the stock market. 
Or, to put this 
another way—be- 
cause the market 
constantly tries to 
anticipate the future, the going price 
of a common stock rarely coincides 
with its underlying value, which 
normally cannot be authentically and 
unanimously established in the first 
place. Therefore, we argue that price 
and its movement are 
objects of analysis. 
When appraising supply-demand 
changes, through examination of price 
movements, the technical analyst nat- 
urally works toward conclusions about 
price and trend probabilities. Basical- 
ly, the technical probabilities rest on 
the fact that prices in the stock mar- 
ket (as elsewhere) do not fluctuate 
erratically but move in recognizable 
trends. That can be ascribed in large 
part to the market's continuing effort 
to anticipate future price 
which is to say that one 


significant 


levels: 
moment's 
price has a bearing on the next mo- 
ment’s price, and that one set of sup- 
ply-demand relationships tends to 
determine a future set. 

In short, by definition, nature and 
experience, a price trend has a use- 
ful lifetime, which means it goes 
somewhere, and the technician tries 
to describe how far it might (prob- 
ably) go. To do so, he examines the 
supply-demand conditions that ex- 
isted before the trend became appar- 
ent and the progressive supply-de- 
mand shifts during the lifetime of the 
trend. These analyses are best handled 
with the use of graphic representations 
(charts) of the price movement to 
support memory and for mechanical 
convenience. Without careful and 
reasoned interpretation. a stock chart 
has no value beyond that of a record. 

Broadly speaking, technical analysis 
proceeds along three lines of attack 
One of these is the definition and clas- 
sification of price trends, the approach 
pioneered by Charles Dow some 60 
years ago. To my mind. its greatest 
merit is the recognition that small 
price fluctuations link up to form short 
trends, which in turn link up to make 
longer (intermediate) trends, and that 
these in their turn link up into still 
longer (major) trends. For example 


Mr. Schulz is a partner in Wolfe & Co 
members of the New York Stock Exchange 
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if we can identify, with help from 
technical evidence, the final stage of a 
major downtrend, we can start mak- 
ing plans for the next phase which, 
by definition, would have to be a 
major uptrend. If we assume that 
there is an underlying longer-term 
uptrend, then we _ should logically 
expect a rise beyond the high of 
the preceding major uptrend. Nat- 
urally, this is an oversimplification; 
the premises on which the reasoning 
rests and the further progress of the 
trend must be continuously checked 
for flaws. It gets to be quite intricate. 

Examining the character of the 
price action as a trend unfolds is 
the second line of technical attack. 
In its simplest form, this consists of 
observing the rate of climb or drop. 
For example, either extreme accelera- 
tion or signs of weakening (again, 
along with other evidence) may sug- 
gest that a significant change is in 
the offing. There are many more re- 
fined yardsticks that can shed light on 
the vitality of a price trend and help 
to anticipate its termination. Here, 
too, charts are virtually indispensable. 

The third line of attack deals large- 
ly with the more or less neutral (i.e., 
the flat or sidewise) price movements 
which characteristically interrupt the 
positive (up or down) trends and 
from time to time reverse them. In 
these relatively stable lateral trends, 
there is time and opportunity for de- 
mand to soak up supply (or vice 
versa) in substantial volume, and 
this tends to have a marked bearing 
on the supply-demand relationships 
during the subsequent vertical trend. 
The character of sidewise price move- 
ments therefore carries implications 
regarding the potential carrying power 
of vertical trends, which makes it 
possible to differentiate among spe- 
cific stocks as to greater or smaller 
trend probabilities (again, in conjunc- 
tion with other evidence). I expect 
to discuss this subject in more detail 
two weeks from now. 

These three approaches can be in- 
tegrated in a process of careful in- 
terpretation and _ reasoning from 
tenable premises. But without fore- 
knowledge of the future, technical 
analysis can deal only in probabilities 
and is necessarily fallible. Its proper 
practice calls for thoroughness, skill, 
and experience, but it can neither as- 
sure gain nor guarantee against loss. 
It should not be practiced by rote. All 
these limitations it shares with funda- 
mental analysis. An additional limi- 
tation is its inability to describe 
so-called investment quality (or rela- 
tive lack of it); therefore any techni- 
cian will benefit from knowledge of 
fundamentals, much as the funda- 
mentalist will benefit from the tech- 
nical approach. 
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CHARTCRAFT 


the largest Point-and-Figure service in the country, has— 


. .. NO APOLOGIES! 
. ..NO EXCUSES! !!! 


Chartcraft has given 14 years of uninterrupted service to the 
technician and trader through Point-and-Figure charts. 


WHAT IS A POINT-AND-FIGURE CHART? 


A point-and-figure chart is ‘‘one-dimension- viz., daily, weekly, monthly charts, etc 
al’’—it records price changes in relation to It is this uniqueness of the point-and-figure 
previous price changes. No other element is chart that makes it so valuable a tool in in 
taken into consideration in its construction vesting and trading. It is a concise picture of 
A bar chart, on the other hand, is ‘‘two-dimen- price action. And price action is ultimately the 
sional’’—it records price changes not in rela- only ave measure of the subjective opin 
tion to previous price changes but in relation ions of buyers and sellers of what a particular 
to time. Thus, point-and-figure charts are stock is worth 
classified according to the price units they No matter what other factors you study and 
deal with, viz., ‘%-point, 1-point, 3-point weigh, it is important that you consult a 
charts, etc.; bar charts, however, are classified Point-and-Figure Chart as well. It will help 
according to the time periods they deal with you to avoid many grave mistakes 


THE FOUR CHARTCRAFT SERVICES 


Chartcraft has 4 advisory services based on the principles and techniques of interpreting point 
and-figure charts 

Practically all stocks have substantial moves at one time or another. Fluctuation in price is 
as true of a ‘“‘blue chip’’ as of a ‘‘cat and dog.’’ No stock goes up in price of its own accord 
Before a stock goes up it generally goes through a period of accumulation by “‘insiders.’’ It is 
passing from ‘‘weak hands’’ into ‘‘strong hands" until demand is greater than supply and the 
upward move is on its way 

Before a stock drops in price, it usually goes through a period of distribution by the same 
‘‘insiders.’’ It is passing from ‘‘strong hands’’ into ‘‘weak hands.’’ When support is withdrawn 
supply overcomes demand and the panicky downward move is on. The technician is concerned 
with the right time to buy and the right time to sell short. He —— to determine the moment 
when either supply or demand has taken control of the situation ie is an ‘‘outsider’’ making 
use of various techniques to determine what the ‘“‘insiders’’ are doing 


Send $10 today for your Six-Week Trial Subscription to any one of the 
Chartcraft Services listed below—and receive the Chartcraft Book FREE. 


1—Chartcraft NYSE Service 2—Chartcraft ASE Service 


A weekly service covering over 500 stocks A weekly service covering over 300 stocks 
traded on the New York Stock Exchange traded on the American Stock Exchange— this ts 
supplies you with the price changes necessary the only technical service devoted erclusively 
for the maintaining of your own charts, if you to the ‘‘smaller’’ board—applies the Chart 
should choose to keep charts—gives you the craft technique to lower priced stocks where 
buy and sell signals, the stoploss poimts and gains can be phenomenal percentagewise 


gives you the buy signals, sell signals, stoploss 
points and price objectives—features a Stock 
of the Week and other recommendations, illus 
trated by actual! Point and Figure Charts. SIX 
WEEK TRIAL SUBSCRIPTION ONLY $10 


4—Chartcraft Commodity Service 


A weekly service covering the most popular 
commodities-—wheat, corn, oats, rye, soybeans 


the price objectwwes—recommends a Stock of 
the ¥ Jeek and other trades which are outstand- 
ing in the opinion of the editors. illustrated 
by actual Point and Figure Charts. SIX WEEK 
TRIAL SUBSCRIPTION ONLY $10 


3—Chartcraft OTC Service 


A weekly service covering over 200 of the most 
active stocks traded over-the-counter. Here is 
your opportunity to get in on the ground floor soybean meal, lard, cottonseed oil, sugar, eggs 
of the “‘blue chips of tomorrow.’’ Since many coffee, cocoa, wool, cotton, copper, potatoes 
of these stocks have so few shares outstanding gives the buy, sell, stoploss points and price 
and are not well known, the profit potential is objectives—weekly recordable price changes 
unlimited with the wide moves they seem to supplied on each commodity. Each issue also 
have. You get a Stock of the Week, selected features a Commodity of the Week—an out 
trotting cppertunition and buy and sell signals standing trading opportunity - A opinion of 

each report. SIX WEEK TRIAL SUB the Chartcraft editors. SIX EEK TRIAL 
SC RIPTION ONLY $10 SUBSCRIPTION ONLY $10 

















CHARTCRAFT, INC., DEPT. F-24 | 
(A Division of Business Reports) NOTE! The Chartecraft | 

1 West Avenue, Larchmont, N. Y. Method book is free with 
any trial subscription. | 
Gentlemen: | 
I am interested in learning more about the Chartcraft Method of Point and Figure Trading | 
Please send me the items checked below for which I am enclosing $ 
(.) Chartcraft NYSE Service—6 Week Trial....... . . $10.00 
(.) Chartcraft ASE Service—6 Week Trial... .$10.00 | 
0 Chartcraft OTC Service—6 Week Trial...... .$10.00 | 
—-) Chartcraft Commodity Service—6 Week Trial. .$10.00 | 
| 
Name | 

Please Print 
Address 
City Zone State | 
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The Interim Technical Review 


Thorough appraisals of current & anticipated 
stock trends, stressing critical selectivity & 
careful timing efforts. Praised by professional 
& private investors & traders as a thoughtful, 


THE RICHARD D. WYCKOFF COURSE 
OF STOCK MARKET INSTRUCTION 


is starting its 31st year. The reasen. 


ractical, moderate. cost service (bi-weekly). i's a (Net an edvie- 
‘or tree brechure FIT. 


llustrated w Pe ° "eure ¢ 
e details samples on re west 
“WOLFE & Co. WYCKOFF ASSOCIATES, INC. 
Members N.Y. Stock Exc change 40 S. Fairview Park Ridge, Illinois 


Dept. F-1, 72 Wall St Y N.Y 











Since 1904, Babson’s has given 
profitable advice and counsel 

to hundreds of thousands 

of investors on how to: 


Build 
Capital 
Protect 
Principal 


Provide 
Income 


For over 56 years the Babson 
System of helpful friendly 
guidance has oes a mighty 
important factor in the safe and 
profitable investment of billions 
of dollars. 


Today thousands of Babson 
clients all over the world are 
steadily and confidently building 
their estates through Babson’s 
time-tested PERSONALIZED 
Investment Service. 


Business men, Professional men, 
Housewives, School teachers are 
all numbered among Babson’s 
satisfied clients. 


If you, too, are interested 
in building financial independence 
through a continuous working 
plan for your money,we will be 
pleased to write you personally 
about Babson’s Personalized 
Investment Service. Simply send 
us your name and address. 


NAME 





ADDRESS 





BABSON’S REPORTS 


Incorporated 


Wellesiey Hills 81, Mass. 
DEPT. F-123 
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OVERSEAS COMMENTARY 


by GEORGE J. HENRY 


Gambling in Cuba 


THE Casino in Havana was always a 
favorite place for American tourists 
in the Caribbean to try their fortune. 
Recently, the Casino hasn't seen 
many American tourists, but Ameri- 
cans can still gamble in Cuba: with 
the very fluid political situation ex- 
isting in Cuba today, the very situa- 
tion itself lends scope for speculating 
in the posssible fall of Castro’s anti- 
capitalist, anti-American administra- 
tion by way of purchasing Cuban 
securities. 

In January 1959 when Fidel Castro's 
revolution was successful in over- 
throwing the much-hated Batista gov- 
ernment, the general opinion was that 
whatever took place, the change must 
be for the better. This rather opti- 
mistic appraisal of the situation was 
soon proven wrong, and today Cuba 
is suffering not only from a vicious 
type of dictatorship, but one which 
is communist in its associations and 
policies. Recent events have trans- 
formed moral to physical opposition 
and the daily headlines show that 
while the outcome of the struggle 
at the time of going to press may by 
no means be confidently forecast, the 
high feeling of opposition against the 
Castro government may well result 
sooner or later in its demise. Should 
the Castro regime be deposed, one can 
assume that the new administration 
will tend to restore Cuba’s traditional 
friendship with the United States and 
will encourage private enterprise 
within the country. 

A large number of Cuban secu- 
rities are traded in this country. For 
the past year or two they have fluc- 
tuated with the vicissitudes of the 
current political situation, perhaps as 
interpreted by the daily headlines. 
More recently, with the general belief 
that the internal struggle is coming to 
an early head and a change for the 
better will take place, there has 
been speculative buying of some of 


Central Violeta Sugar 
Consol. R.R. Cuba Pfd 33 
Consol. R.R. Cuba 3 2001 15 
Cuba R.R. Pfd. 
Francisco Sugar 
Guantanamo Sugar 10 
Manati Sugar Com 

Punta Alegre Sugar 

Vertientes Camaguey Sugar 





CUBAN STOCKS—HIGHS & LOWS 


1959 


28%— 8% 
—12% 
— 4% tm 3 
21%— 5% 
12%— 6 

— 4% 
TY%4— 3% 
17%— 6 

l1%— 4% 


the favorite Cuban 

stocks. While the 

prices may not ap- 

proach what can 

be considered their 

possible level in 

the event of the 

expected change 

becoming a reality, price levels in 
general are much above their recent 
lows. Cuban government bonds, for 
instance, rose for a time to 66, as 
against an earlier low of 30 this year 
Pre-Castro they normally sold around 
par. While a great many of the Cu- 
ban sugar stocks and industrial bonds 
were delisted from the New York 
Stock Exchange (partly owing in 
many cases to the New York transfen 
offices having to close as no funds 
could be remitted from Cuba for this 
purpose), they enjoy active over-the- 
counter markets. 

The Cuban stocks listed below 
should prove to be an_ interesting 
guide to investors as to price move- 
ments during the last two years. Many 
of these companies were regular divi- 
dend payers. Vertientes Camaguey 
Sugar, which is currently selling at 
around $5, declared a‘ dividend of $1 
per share last year, which could not 
be remitted to this country owing to 
Cuban foreign exchange regulations 
Vertientes, incidentally, has the best 
and widest market of these securities 
Punta Alegre Sugar, which also has a 
fairly wide market, has cash and as- 
sets in American banks amounting to 
about $4.50 per share. But a full 
analysis of the companies or of their 
past records would serve very little 
purpose. These speculations turn es- 
sentially on political factors, and the 
entire group can be expected to move 
more or less together, at least at first, 
should a change occur in the political 
climate. 

A company which was never listed 
on any stock exchange but which en- 


Last Sale 
Before Delisting 
From NYSE 


Price Range-——— 


1960 


16%4— 3% 4 
19 — 6% 


12% — 35 
8 — 3Y¥, 4% 
812— 2¥2 
4y2— 2 
7%— unlisted 
6%— 2Y, 3 
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joys an _ over-the-counter market, 
even if a relatively narrow market, is 
Cuban Electric. This company is a sub- 
sidiary of American & Foreign nego 
and, in pre-Castro days, was selling 
around $25 per share and eae 4 a 
regular annual dividend of $1.50. I | 
particularly like this company, owing 
to its essential nature in the Cuban 
economy, and its potential in view of 
the need for ever-increasing electrifi- 
cation. The stock is momentarily sell- 
ing at around $5.50. A word of cau- 
tion must be added: the market in all 
these companies is essentially rather 
narrow, and price fluctuations can be 
wide since there is relatively small 
activity in them. This should be well 
understood by anyone wishing to par- 
ticipate in these situations. 

By itself the overthrow of Castro 
would not solve the economic future of 
Cuba. Fully free, laissez-faire capi- 
talism of former times cannot reason- 
ably be expected to return. Though 
the country has diversified its produc- 
tion to some extent in recent years, 
sugar and its by-products are still by 
far the predominant staples. Land re- 
form of some sort and long-term 
planning, though not on the leftist 
basis of Castro’s government, would 
almost certainly be undertaken. But 
the main thing is that, if no punitive 
measure were directed against either 
private enterprise or the foreign cap- 
ital which the country needs for its 
development, one would be able to 
look forward with confidence to the 
restoration of the prosperity (or at 
least relative prosperity) which this 
country formerly enjoyed. Capital 
employed with enterprise could be 
expected to find its due reward. But 
one must be aware that great specu- 
lative risks attach to any gamble on 
a change in this political situation. 
Yet the rewards should be in pro- 
portion to the risks—if the gamble 
succeeds. As in all gambles, should 
the ball bounce wrong, one risks to 
lose, if not all, a large proportion of 
one’s stake. 

The repercussions of a favorable 
outcome of the Cuban struggle would 
be world-wide. Of course, Latin 
America and, more specifically, Cen- 
tral America would be affected. The 
unfavorable attitude towards the west- 
ern states which has existed in Vene- 
zuela, for instance, could be expected 
to change. From an investment point 
of view, the principal beneficiaries of 
this change would be the international 
oil combines. Royal Dutch/Shell 
would not be a loser; Standard Oil of 
New Jersey and, more specifically, 
Creole Petroleum would benefit. But 
the principal thing is that the entire 
atmosphere would undergo a change 
for the better. 


Forses, May 1, 1961 


ee ee ee 


SHREWD SPECULATIONS 


HOW TO MAKE 


in stocks now v under $10! 


Now you can get revealing factual reports— 
carefully discriminating recommendations 
on litthe known investment bargains in low- 
priced stocks! 

And—because these low-priced stocks are 
known to only a few—because they have tre- 
mendous future promise—the risk involved 
has often been called “the risk of becoming 
rich”! 


YES! EVEN FAMOUS BLUE CHIP 
STOCKS WERE ONCE LOW-PRICED! 


For example, General Electric was oace an 
under-valued stock—so were Sears Roebuck, 
Gulf, Amerada and countless others. And in 
every case their prices soared to fantastic 
heights once their true value became known 
to the public! 

Yes! If you are looking for true investment 
opportunities in stocks now selling for $10 
and under you can get this specialized knowl- 
edge by subscribing to Selected Securities 
Research Service! 


HERE IS WHAT YOU GET! 


1) Special Booklet “How To Make 
Money in Low Priced Stocks”! 

2) Continuous Reports analyzing profit 
prospects of Low Priced shares! 

3) Continuous Follow-up on all recom- 
mended companies! 

4) SSR Supervised Portfolio — recommenda- 
tions on about 12 higher priced stocks! 
Point & Figure Charts for the SSR 
Supervised Portfolio! 

Principles of Investing — twice a month, 
on the reasons for different kinds of 
investments! 
Point & Figure Technique explaining 
how to use P/F Charts! 
Growth Stock Page—about once a month, 
on an exceptional growth situation, with 
P/F Charts! 
Traders Technical Page about once a 
month, on quick moving stocks—with 
P/F Charts! 

10) PLUS special reports and special situa- 
tions when warranted! 

And, most important of all, you are advised 
when to sell as well as when to buy! In short. 
SSR gives you all the facts you need to capi- 
talize on the fortune-building prospects of 
these now-undervalued $5 and $10 stocks! 








YOURS TO KEEP! 
HANDSOME ATTACHE CASE! 
Believe it or not, you get this stunning 

Attache Case ABSOLUTELY FREE when 
you subscribe to Selected Securities Re 
search Service. 

Made of rich, simulated pigskin; it has 
a beautiful. dark brown plasticized cloth 
lining: big, handsome brass clasps and a 
sturdy, finger grip handle for easy carry- 
ing. It is even big enough to hold a clean 
shirt and electric razor PLUS file folders 
for the traveling man. Overlapping side 
flaps help keep the contents neatly tucked 
in. 

Yes! You will be proud to carry this 
handsome Attache Case with you wher- 
ever you go—and it is yours FREE with 
your subscription to Selected Securities 
Research Service, even if you decide to 
cancel your subscription later on. But re- 
member, we can only guarantee shipment 
on subscriptions received within the next 
two weeks! So don't delay. send in your 
subscription TODAY! 








Yes! Unbelievable as it may sound, you get 
all this —not for the $135. or $120, or even $60 
you'd expect to pay—but for an unbelievably 
low $35 per year! Less than $3 a month gives 
you all the information you need to make up 
your own mind which shrewd investments you 
will make! 

And, we even go one step further! For a 
limited time only we are offering a trial sub- 
scription—3 full months for a single $5 bill! 

So don’t delay! Let our experts start help- 
ing you now! Just fill out the coupon below 
and mail, together with your check or money- 
order, to Selected Securities Research Service, 


TODAY! 


SELECTED SECURITIES RESEARCH, INC. 
SEAFORD, NEW YORK 


Mmm gum om USE THIS HANDY ORDER COUPON FOR FAST SERVICER Ea Samm 


Selected Securities Research, Inc., Dept. F-96 
3950 Merrick Road, Seaford, New York 


Gentlemen 


Yes, I want to subscribe right now to your special twice-monthly Investment Advisory Service on low- 
priced growth stocks. I understand that the stocks recommended by your service are hand picked by a 
group of specialists as having in their opinion, the best possible chance to really go up in value. I also 
understand that I will be told when to buy, hold or sell these investments 

I further understand that I may cancel my subscription at any time and that 48 hours aft my request 
is received the full amount of my subscription price will be cheerfully refunded. No transf { this sub- 


scription may be made unless I specifically request it 


Don't forget to send me my free attache case as soon as you receive this order coupon! 


Name 
Address 
City 


Zor 


e State 


© Enclosed i y check for $35 for a full year’s subscription 
Enclosed i y check for $60 for a fu yr. subscription. A $10 saving! 


Enclosed i y check for $75 for a full 3-yr. subscription. A $30 saving! 


Enclosed is my check for $5 for a full 3-month trial subscription 


SELECTED SECURITIES RESEARCH. INC 
is registered as Investment Advisors with the 8. E. C.. Washingt 
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now ? 
Keystone Income Fund 
A Mutual Investment Fund 
in securities selected for 


CURRENT INCOME 


LATER? 
Keystone Growth Fund 


A Mutual Investment Fund 
for possible long term 
growth of capital and 


FUTURE INCOME 





THE KEYSTONE COMPANY, G-42 
50 Congress St., Boston 9, Mass. 


Please send me prospectus describing 
CO) Keystone Income Fund C) Keystone Growth Fund 
Name 
Address 














THE FUNDS 


Sales: 
LIKE FATHER, LIKE SON 


AS MARKET averages and share volume 
boomed to historically high levels in 
March, mutual funds followed with 
record high monthly sales of $263.4 


| million and, in most cases, record high 








For The Growth Minded Investor 
free 


booklet-prospectus 
describes... 
Aviation-Electronics- 


Electrical Equipment Shares 
Of GROUP SECURITIES, INC. 


Mail this advertisement. 


Nemes 





Addres 
DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 











yen 


vy. ROWE PRICE 
GROWTH STOCK 
FUND, IMC. 


[WA) BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%, 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md 
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SOYBEAN TRADERS! 


Send $1 for chart and next 5 issues of 


COMMODEX 


tows, follow 
a the next S days with the oe 








bean 
their fast action te 


for S-day get pT a trial ebe can. 


COMMODEX 


. Broadway, New , BArclay 7-6730 











| done in funds. 


assets. Moreover, there was a distinct 
resemblance in the character of mar- 
ket activity and the character of fund 
sales. While investors were mopping 
up the “glamor” issues rather than the 
blue chips, mutual fund buyers were 
clearly giving the edge to the “growth” 
funds. “It’s my impression,” explained 
a prominent fundman, “that the same 
market flowed over into the business 
The investment-type 
funds simply aren't doing as well as 
the exotic ones.” 


New Funds: 
TAX EXEMPTS AT LAST 


For years fundmen have been trek- 
king down to Washington, D.C. seek- 
ing the tax collector's okay on a 
municipal bond mutual fund whic 
could pass on the tax-free interest of 
its bonds as tax-free dividends to its 
shareholders. And for years the an- 
swer has been unequivocably the 
same—“only by act of Congress.” 
Nevertheless, last month the $10-mil- 
lion Municipal Investment Trust Fund 
Series A was brought to market by an 
underwriting group headed by Ira 
Haupt & Co. 

Haupt had circumvented the tax 
collector by organizing, not a mutual 
fund, but a closed-end “fixed trust.” 
It offered diversification (51 issues), 
quality (average rating: above “A”) 
and a fat tax-free yield (4.05°7 as of 
April 20). Although it was not a 
mutual fund and investors would not 
have to pay a management fee, there 
was a 4.166°;, sales load. At latest re- 
port, Haupt was planning two more 
“trusts.” 


Promotion: 
REBIRTH 


AFTER the old (1881) Philadelphia- 
based stock exchange member firm of 
Fahnestock & Co. took over the pint- 
sized (assets: $825,000), but also old 
(1923), Philadelphia Fund in 1953, 
very little happened. While assets 


| were up to $4.1 million by the begin- 


| 


ning of 1956, much of the increase was 
due to market appreciation and sadly 
little to sales. The obvious reasons: 
1) the fund had no wholesaling repre- 





THE COMING BOOM 
IN MICROWAVE... 


47 STOCKS 
TO WATCH & 
1 ‘BUY NOW’ 


Right now and in the next market boom 
your opportunities for large stock prof- 
its will come, we believe, in companies 
with new products that are almost un 
known to most investors. This ‘unknown 
investing has already begun. In tran 
sistors and diodes, for example, it has % 
spelled dramatic gains in such com-* 
panies as Texas Instruments (26% to = 
256%), Clevite (15% to 7244), Fair- 
child Camera (934 to over 200'). Now = 
there is a new growth field to watch: % 
Microwave. This is the field experts: 
»sredict will grow twice as fast as the; 
Goouine Electronics field in the nex 
few years. To help you prepare now fo 
sssibly large growth profits our Editor 
Pa ve completed a new Special Study o 
“The Coming Boom in Microwave — 
47 Stocks to Watch & One “Buy Now 
Selection.” A copy of this Study — 
with specific recommendations — is 
yours as a bonus now when you send : 
just $1 (new readers only) to try our: 
weekly advisory service “The Growth © 
Stock Letter’ for the next two weeks. } 
Mail this ad with your name and address 
and $1 today to Dept. F-65. & 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 8], MASS. 


DID YOU MISS 
THIS 8859 PROFIT 
IN SOYBEANS? 


Recent recommendations to our clients co. 
ering a wide range of commodities resulted 
in profits from 41% to 885%. In soybeans 
and soybean oil, two of the most popular 
trading items among our clients, profits of 
885% were realized. Commodity Trend Serv- 
ice brings you weekly recommendations and 
information, plus on-the-spot telegrams as 
conditions warrant. Current bulletins on se- 
lected commodities FREE on request. Jus’ 
write 


COMMODITY TREND SERVICE 


136-21 39th Avenue 
Flushing 54 (N.Y.C.) N. Y. 
Tel.: Hickory 5-2474 











Opportunities in WARRANTS 


If you are interested in making each $1 do 
the work of $100 or $1,000 in a rising 
market—then you should be interested 
in common stock WARRANTS. 

What are warrants? 

How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000% or more over the same 
dollar invested in common stocks? 

How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

@ How do you avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 

@ What warrants are outstanding in to 
day’s market and how should they 
be bought and sold? 

For the answer to all these questions, you 

should not miss the most widely-praised and 

only full-length study of its kind—''THE 

SPECULATIVE MERITS OF COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 

warrants, and a current list of 110 warrants 

-, should know about, send $2.00 to 

R. M. Associates, Dept. 

F198, 220 Fifth Avenue, New 

York 1 N. Y. or send for 

free descriptive folder. 
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sentatives: 2) the fund conducted the 
bulk of its transactions through 
Fahnestock and had little to offer 
other firms for pushing the fund 

While the total assets of the nation’s 
mutual funds soared from $3.9 billion 
in 1952 to $8.7 billion in 1957. President 
Roy R. Coffin’s Philadelphia Fund just 
idled along. At the end of 1957 the 
fund's were still only $5.2 
million. 

But something new had been added 
to the fund business. Although the 
highly profitable “contractual plan” 
was introduced in the 1930's, it had 
gone largely unnoticed until the mid- 
Fifties. Like life insurance policies, 
contractuals were “front-load,.” giving 
dealers and salesmen the bulk of thei: 
commissions out of the investor's ini- 
tial payments 


assets 


As new dealer organi- 
zations began to form in the 1950s to 
reap the benefits of this development, 
Coffin got the message. In 1958 it 
started a contractual plan and took on 
a highly charged vice president, 
Thomas J. Flaherty Jr., to run the 
new show 

Run it, he did. By December 1959 
the fund’s assets were $12 million. At 
the beginning of last month they were 
no less than $20.1 million. Now, with 
a fancy new sales promotion film, 
scads of new sales brochures and the 
sales load raised from 7.83; to 8.75‘ 
Flaherty is really in gear. Says he, 
“We've got $60 million in face value 
(contractuals) written now. We're 
writing an average of $3.25 to $3.50 
million a month.” Says a prominent 
fund executive: “The Fahnestock peo- 
ple were old-line brokers and money 
managers. They were more or less 
in the dark about mutual funds.” Ob- 
viously, they are in the dark no longer 
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STOCK MARKET CRISIS 


Thousands of investors are wondering whether the 
*k market averages haven't risen too fast in 


stoc 


WITHIN 30 DAYS? 


An Opportunity to Test Our Forecast Skill! 


1) days, at least, you will be among 
receive any warnings that may be sent out 


relation to general business conditions Coulc 


there be a severe correction just ahead or will 
prices continue to rise”? 


fore 
est 
any 


Our 
accurate in predicting 


our 


rhree weeks before the great 1929 market crast 


cast by one of the country's largest and fast- 


This Special Dollar Offer to become a trial su 
Find out what is being 


wrong moves 
Dow Theory experts 





ave been amazingly 
major market moves, as 
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TELEFONOS DE MEXICO, S. A. 
Avenida Parque Via +198 
Mexico D.F. Mexico 


Dividend Notice 


Uniteo States Lines 


Company 
Common 
Stock A dividend of 10 pesos per share was declared 

at the Annual Meeting of Stockholders held 

DIVIDEND on March 23, 1961. The dividend is payable 

on or after March 27, 1961 against delivery of 
coupons No. 25 at any of the offices of Banco 
Comercial Mexicano and Banco Nacional de 
Mexico in the Republic of Mexico, at The First 
National City Bank of New York, Corporate 
Trust Division, 2 Broadway, New York 15, 
and at Stockholms Enskilda Bank AB 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable June 9, 1961, 
to holders of Common Stock of record N.Y 
May 19, 1961. , 
THOMAS R. CAMPBELL, Secretary 

One Broadway, New York 4, N. Y. 


Stockholm, Sweden 
Mexico D.F., March 23, 1961 
TELEFONOS de MEXICO, S.A 
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than that reported by competition. 
Full year profits, however, could be 
ahead of last year’s $5.11 per share. 

Incidentally, I was wrong in my 
earlier guesstimate of the pay-TV 
timetable. This probably won't be a 
factor in Zenith’s earnings until 1963 
inasmuch as: 1) The test probably 
won't be started until the end of this 
year. 2) It will take 12 months to 
find out if the public wants pay-TV 
and before Zenith can make money 
on the system. 3) The company then 
has to go back to the FCC for ap- 
proval. Meanwhile, Zenith is hold- 
ing its No. One position in the TV set 
business. 

Allied Radio Corp., the largest com- 
pany in the electronic parts retailing 
business and the Tiffany of the field, 
hasn’t fully participated in the in- 
dustry’s new market popularity. One 
reason may be the fact that the man- 
agement owns roughly two thirds of 
the one million shares outstanding. 
Another is the fact that fiscal 1960-61 
(the year ends in July) in effect is a 
transition year. While sales probably 
will increase to $40 million from under 
$35 million last year, earnings this 
year will be just about the same as 
the 1960 profit of $1.25 per share. 
Reasons for this showing are twofold: 
a) The newly acquired California 
subsidiary has just gotten into the 
black. b) The company spent a great 
deal more this year than last to get 
volume, and the heavy promotional 
expenses cut profit margins. Steps 
now are being taken to increase mar- 
gins, however, and profits for the 
coming fiscal year should maintain 
the company’s long record of growth. 
I think the stock is an attractive long 
term speculation at around 27. 

In my opinion, Crucible Steel could 
be a very interesting intermediate- 
term speculation around 23, even 
though the March quarter may be 
modestly in the red in contrast to a 
big profit a year ago. More impor- 
tant, as I see it, is the fact that there 
are signs that a real turn in opera- 
tions is at hand. Incoming orders 
have been good in the carbon steel 
business, but not in the stainless steel 
business which is dependent upon 
the automobile industry. The dis- 
tinction is important to Crucible, for 
stainless sells for about 50 cents a 
pound whereas carbon steel sells for 
about 8c a pound. With 1961 free of the 
84c per share of non-recurring charges 
which affected 1960 results, and busi- 
ness turning upward, I can visualize 
full year profits of better than $1 per 
share. I believe the 80c dividend is 
reasonably safe at this time. 
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no complications) three years from 
now instead of buying the stock for 
what it is worth now and getting the 
growth. 

I have purposely avoided using 
actual issues in these explanations, 
and I have exaggerated in order to 
make a sharply defined case. In a 
broad way, however, those who try to 
justify these high price/earnings 
ratios are using the reasoning I have 
outlined. In exceptional cases the 
method may have some merit, but it 
can’t be used in a reasonable manner 
in more than a very small percentage 
of the stocks which now are selling at 
50 times to 200 times earnings. 

It seems to me that the eventual 
aftermath of current reasoning about 
growth stocks, or current valuations 
for many of them, is sure to be un- 
pleasant. That’s why I feel that so- 
called “conventional” stocks, which 
sell at 20 times earnings or less now, 
are cheaper and more desirable than 
growth stocks at these inflated prices. 

There are some other current fal- 
lacies. Chief among them is that a 
stock must be a good speculation if 
you can’t understand what the com- 
pany does or what its products are. 
Another is that a “new issue” must 
be good just because it is a new issue 
and goes up immediately after the 
public offering. Another is that a 
stock must be a_ growth = stock 
just because it sells at a high 
price earnings ratio. Another is that 
the stock market “is right” in its 
evaluations; if you stop to think, ev- 
ery time you buy or sell a stock you 
are betting that the stock market is 
wrong. Finally, there is a fatal fal- 
lacy—that all of these high science 
companies will make a success of it. 
Actually the percentage of success 
among them, if experience with 
former new industries has any merit, 
probably will be relatively low. 

Now this column does not buy any 
shoes for the baby or bake any bread. 
It may, however, cause some readers 
to recognize what they have been 
doing and to realize that one can 
speculate while thinking one is in- 
vesting. 

Some of the stocks which I regard 
as good values (in relation to other 
stocks) at this time are Standard Oil 
(New Jersey), United Shoe Ma- 
chinery, Southern California Edison, 
Richfield Oil, International Mining, 
Singer Manufacturing, Minerals & 
Chemicals Philipp, General Motors, 
Worthington, Goodrich, U.S. Rubber, 
Phelps Dodge Corp., Chicago Pneu- 
matic Tool, Southern Railway and (as 
a growth stock) IT&T. 
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QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable June 5, 
1961 to stockholders of rec- 
ord at the close of business 
May 15, 1961. 

WILLIAM R. LYBROOK, 

Secretary 

Winston-Salem, N. C. 
April 14, 1961 


Sixty-one Consecutive Years of 
Cash Dividend Payments 
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from the small capitalization, but also 
because substantial amounts are held 
by the Wieboldt family, the Wieboldt 
Foundation and The Sperry & Hutch- 
inson Co., for whose S&H Green 
stamps the Wieboldt Stores are the 
exclusive redemption agents in the 
Chicago area. Wieboldt has paid 
dividends since 1934, the present an- 
nual rate being 80c. 

At a time when the average indus- 
trial or utility stock is selling at well 
over 20 times current earnings and 
the P/E ratio for almost any kind of 
“growth stock” approaches astronomic 
levels, the investor either has to ad- 
just his yardsticks or keep out of the 
stock market altogether. Good stocks, 
and certainly good growth 
just do not come cheap 

Indiana General Corp. (43) is no 
bargain by conventional standards— 
over 34 times 1960 earnings and yield- 
ing an insignificant 1.4°,. There are 
strongly compensating factors, how- 
ever, which make the price of the 
stock of this growth company appear 
in a more favorable light. Formed 
in 1959 in a merger of two old, estab- 
lished companies—Indiana Steel Prod- 
ucts and General Ceramics—Indiana 
General is a leader in the field of 
permanent magnets and ferrites (ce- 
ramic materials with magnetic prop- 
erties). These items (some basic and 
simple, some in highly sophisticated 
assemblies) are essential components 
for an infinite variety of electric and 
electronic products, such as com- 
puters, communi¢ation equipment, 
appliances, military devices and the 
like. Only recently—after being held 
up by appeals of leading companies— 
Indiana General finally was granted a 
most important patent for the so- 
called memory cores which serve as 
the vital memory function in com- 
puters. 

After a minor earnings decline in 
1960 reflecting the sale of a subsidiary, 
certain non-recurring expenses and 
higher taxes, Indiana General this 
year is heading for new highs in sales 
and profits. While projections early 
in the year are always hazardous, an 
earnings estimate of at least $1.60 a 
share for 1961 may not be unduly 
optimistic. Such earnings would in- 
dicate a P/E ratio of 27 which, under 
present market conditions, is mod- 
erate for a strongly research-minded 
company in an expanding field which 
should enjoy an above average growth 
rate of about 15°. a year. Indiana 
General’s financial position is excel- 
lent. No debt precedes its 1,132,000 
common shares, and cash items alone 
almost equal total liabilities. 
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DIVIDEND 


ON COMMON STOCK 


A quarterly dividend of $.50 
per share on the common 
stock of Gardner-Denver 
Company has been declared 
by the Board of Directors of 
the company, payable June 
1, 1961, to stockholders of rec- 
ord at the close of business 
on May 10, 1961. 


Quincy, Illinois 
April 13, 1961 


©. C. Knopheide, Jr. 


Secretary 
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INVESTMENT COMPANY 
LISTED ON THE NEW YORK 
STOCK EXCHANGE 


A Copy of the 
March 31, 1961 
Quarterly Report 

will be mailed upon request 


48 Wall Street 
Room 913 
New York 5, N. Y. 











NVEST IN DIAMONDS 


Buy Diamond Jewelry direct from one of 
America’s well known diamond cutters. 
Pay only actual market price. 


Save From 1/3 to 1/2 Write for Catalog 46 


EMPIRE piamonp corp. 


Empire State Bldg., 5th Ave., at 34th St., N.Y. 
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coppers, I favor American Smelting, 
Anaconda, Cerro de Pasco, Kennecott 
and Phelps Dodge. American Smelt- 
ing appears to be the best in the group 
and I think is headed a great deal 
higher, perhaps to 90-100 in due time. 
Cerro looks like the best speculation. 

Movies. The majority of stocks in 
this group has done very well in 
recent months, having scored im- 
portant advances. Decca continues 
to be my speculative favorite. Read- 
ers will recall that the company con- 
trols Universal Pictures. Earnings 
advanced to $4.29 per share last year 
vs. $1.81 in 1959, and another good 
year is anticipated in 1961 with esti- 
mates of earnings running between 
$4.50 and $5.50 per share. I continue 
to regard the stock favorably as a 
speculation and believe that it will 
sell at substantially higher prices be- 
fore its ultimate top is reached. Cap- 
italization is conservative, and I 
would not be surprised if a split is 
proposed sometime this year or per- 
haps early in 1962. 


OFFICE EQUIPMENT AND BUSINESS 
MACHINES. International Business 
Machines is the leader here, with 


Addressograph, Burroughs, National 
Cash Register, and RCA offering in- 
creased competition. The latter, as 
mentioned earlier in this column, 
could become a leader in this field in 
the not-too-distant future. Yields are 
small in most cases, and purchases are 
suggested only for long-term appre- 
ciation. 

O1Ls were recommended by this 
column last fall around their lows 
and, with a few exceptions, have risen 
steadily ever since. Further upside 
progress is indicated, and I continue 
to like Union Oil of California, Sun- 
ray Mid-Continent, Texaco, Atlantic 
Refining, Socony, Cities Service, Pure, 
Gulf and Standard of N.J. However, 
I might add I favor those companies 
whose reserves are concentrated 
largely in the Western Hemisphere. 

Papers have been disappointing to 
date and, in all probability, will not 
show important progress this year. 
In the low-range view, however, the 
industry should do well, and in this 
connection International Paper, Lily- 
Tulip, Scott Paper, Kimberly-Clark 
and Crown Zellerbach appear best. 
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ON THE 


TH 0 U G HTS BUSINESS OF LIFE 





A man with a surplus can control 
circumstances, but a man without a 
surplus is controlled by them, and 
often he has no opportunity to exer- 


cise judgment. -~HARVEY FIRESTONE. 
Live and let live is not enough; live 

and help live is not too much. 
—OrIN E. MapIson. 


The question for each man to settle 
is not what he would do if he had 
means, time, influence and educational 
advantages, but what he will do with 
the things he has. 

—HAMILTON WRIGHT MABIE. 


The man who lives only by hope 
will -die with despair. 
ITALIAN PROVERB. 


Luxury is the first, second and 
third cause of the ruin of republics. It 
is the vampire which soothes us into 
a fatal slumber while it sucks the 
life-blood of our veins. 

EpWArD Payson. 


He is free who lives as he chooses. 
—EPICTETUS. 


Present suffering is not enjoyable, 
but life would be worth little without 
it. The difference between iron and 
steel is fire, but steel is worth all it 
costs. MALTBIE BABCOCK. 

The first effect of noise is one of 
disturbance, of excitation and of irri- 
tation. These effects have conse- 
quences of many kinds in conduct. 
They cause loss of temper, they play 
a part in quarrels, and they prevent 
deep and sustained thinking. 

—Dnr. Foster KENNEDY. 


Small opportunities often the 
beginning of great enterprises. 
DEMOSTHENES 


are 


To attain happiness in another world 
we need only to believe something, 
while to in this world we 


C. P. GILMaNn. 


secure it 
must do something. 


Youth is a quality, not a matter of 
circumstances.—F RANK LLOYD WRIGHT. 


The of the superior man is 
three-fold, but I am not equal to it. 


way 


Virtuous, he is free from anxieties; 
wise, he is free from perplexities: 
bold, he is free from fear. 


CONFUCIUS. 


Not by years but by disposition is 
wisdom acquired. ~PLAUTUS. 


Progress is always the product of 
fresh thinking, and much of it think- 
ing which to practical men bears the 
semblance of dreaming. 

—Rosert GORDON SPROUL. 


The real democratic American idea 
is not that every man shall be on a 
level with every other, but that every 
one shall have liberty, without hin- 
drance, to be what God made him. 

—Henry Warp BEECHER. 


Silence gives consent. 


—OLIVER GOLDSMITH. 


B. C. FORBES 


You must prove yourself a 
profitable investment for your 
employer, or why should he 
keep you? Don’t be at all afraid 
you will make yourself too 
profitable. He or some other 
employer will be glad to share 
the profit with you. 


The mind ought sometimes to be 
amused that it may the better return 
to thought and to itself. —-PHAEpRUS. 


The value of becomes 
clear only in the wake of the explo- 
ration itself. —WERNHER VON BRAUN. 


discovery 


Happy is he who has laid up in his 
youth, and held fast in all fortune, a 
genuine and passionate love for read- 
ing. Rurus CHOATE. 


There is nothing so easy but that it 
becomes difficult when you do it with 
reluctance. TERENCE. 


Discourage litigation. Persuade 
your neighbor to compromise when- 
ever you can. As a peacemaker the 
lawyer has a superior opportunity of 
being a good man. There will still be 
business enough. 

ABRAHAM LINCOLN. 


Security is mostly a superstition. 
It does not exist in nature, nor do the 
children of men as a whole experience 
it. Avoiding danger is no safer in the 
long run than outright exposure. Life 
is either a daring adventure, or noth- 
ing. —HeLen KELLER. 


Even God cannot change the past. 
—AGATHON. 


Where all have the right to speak, 
some foolish speaking is done. But 
where, as in a dictatorship, all speak 
alike, little thinking is done 

—FrANK L. WEIL. 

A liberal is a man who leaves a 

room when the fight begins. 
—Hrywoop Broun 

Against human nature one cannot 
legislate. One can only try to edu- 
cate it, and that is a slow process with 
only a distant hope of success. 

—BERNARD BERENSON 


We are all manufacturers—making 
good, making trouble or making ex- 
cuses. —H. V. Apo tt. 

Every man is to be respected as an 
absolute end in himself: and it is a 
crime against the dignity that belongs 
to him as a human being, to use him 
as a mere means for some external 
purpose. —IMMANUEL KANT 


Seeing much, suffering much and 
studying much are the three pillars 
of learning. —BENJAMIN DISRAELI. 


No totalitarians, no wars, no fears, 
famines or perils of any kind can 
really break a man’s spirit until he 
breaks it himself by surrendering. 
Tyranny has many dread powers, but 
not the power to rule the spirit. 

—EpGAR SHEFFIELD BRIGHTMAN. 


It takes a clever man to turn cynic, 
and a wise man to be clever enough 
not to. —FANNIE Hurst 


If I have done the public any serv- 
ice, it is due to patient thought. 
—Sir Isaac NEWTON 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 
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we wrestle not 
blood, but against principalities, against 
powers, against the rulers of the darkness 
of this world, against spiritual wickedness 
in high places. 


against flesh and 


EPHESIANS 6:12 
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the compact office electric by Smith-Corona: $225 


Full-sized features in a compact size./The new Compact 200 is an office electric priced at a sensible 
$225. / It’s the compact! New American engineering ideas now make parts work more efficiently in a 
smaller space. / The carriage is 12 inches wide. The keyboard is the same size as a standard electric. 
Carriage return is automatic. It does all the jobs of a conventional electric—all but the marginal jobs. 
But it costs just half as much (or about what you would pay for a manual). / To see this new idea in 
electrics, just call your Smith-Corona Marchant representative, today. 


AF SMITH-CORQNA MARCHANT 
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Can your business afford 


to collect antiques? 


IT HAPPENS, UNINTENTIONALLY, CVen in some of the more progressive companies, through 
the use of inefficient filing equipment that wastes valuable floor space and clerical time. 
Only the modern GF SuPER-FILER, with its greater payload, enables you to reduce 
liling floor space one-third... to speed filing and finding 
time at least 25%. Your nearby GF branch or dealer will 
welcome the opportunity to prove this claim. Call him, or 
write Department FB-14, for a SUPER-FILER brochure. 
The General Fireproofing Company, Youngstown 1, Ohio. 1s 5S FURNITURE 





